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WEDNESDAY, APRIL 2, 1958 


Untrep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON SuRFACE TRANSPORTATION, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:12 a. m., in 
room 312, Senate Office Building, Senator George A. Smathers, 
presiding. 

Senator Smaruers. The meeting will come to order. 

We will have, as our first witness this morning, Mr. G. E. Leighty, 
who is the chairman of the Railway Labor Executives’ Association 
here in Washington. 

Mr. Leighty, we are delighted to have you. Sit down and make 
yourself cenioriabs, We have been telling all the witnesses that we 
will make their statements in full a part of the record, and in any way 
that you care to extemporize and brief it, we would appreciate it. 

We are delighted to have you. 


STATEMENT OF G. E. LEIGHTY, CHAIRMAN, RAILWAY LABOR 
EXECUTIVES’ ASSOCIATION, AND PRESIDENT OF THE ORDER OF 
RAILROAD TELEGRAPHERS 


Mr. Leicuty. Inasmuch as the testimony to be presented today has 
been briefed as much as we feel it can be briefed, I feel that it is going 
to be necessary to read these statements in order that you may have a 
proper understanding of the position of railway labor. 

Senator Smatuers. All right, sir. 

Mr. Lereuty. We appreciate the opportunity of presenting this to 
you, and we think it is of such importance that we should read these 
statements and interpolate as we go through them. 

Senator Smaruers. All right, sir. Go right ahead. 

Mr. Letcnty. My name is G. E. Leighty. I am president of the 
Order of Railroad Telegraphers, and am chairman of the Railway 
Labor Executives’ Association. The Railway Labor Executives’ As- 
sociation is an organization of the chief executives of the standard 
railway labor unions which represent practically all employees of the 
railway industry. The chief executives of the following orgainza- 
tions are affiliated with our association : 

American Railway Supervisors’ Association. 
American Train Dispatchers’ Association. 
Brotherhood of Locomotive Engineers. 
Brotherhood of Locomotive Firemen and Enginemen. 
Brotherhood of Maintenance of Way Employes. 
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Brotherhood of Railroad Signalmen of America. 

Brotherhood of Railroad Trainmen. 

Brotherhood Railway Carmen of America. 

Brotherhood of Railway and Steamship Clerks, Freight Han- 
dlers, Express and Station Employes. 

Brotherhood of Sleeping Car Porters. 

wo and Restaurant Employees and Bartenders International 

nion. 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Build- 
ers, Blacksmiths, Forgers and Helpers. 

International Brotherhood of Electrical Workers. 

International Brotherhood of Firemen and Oilers. 

International Organization Masters, Mates and Pilots of 
America. 

National Marine Engineers’ Beneficial Association. 

Order of Railway Conductors and Brakemen. 

Railroad Yardmasters of America. 

Railway Employes’ Department, AFL-CIO. 

Sheet Metal Workers’ International Association. 

Switchmen’s Union of North America. 

The Order of Railroad Telegraphers. 

These represent all of the recognized standard railway labor 
organizations. 

ermit me to interpolate here briefly. 

Before becoming a full-time officer of any labor organization I 
worked on the railroad for some 20 years in the capacity of station 
agent, telegrapher, train dispatcher, tower man, and certain other posi- 
tions. I have served as chairman in the wage and rule movements of 
the nonoperating groups since 1947, and have devoted my entire period 
since I became an officer, more than 20 years, to the problems besetting 
the railroad industry. 

Senator Purreiy. Mr. Leighty, do any of your organizations repre- 
sent labor in other than the continental United States? 

Mr. Leteuty. Yes. 

Senator Purreiy. Do you represent them in Canada ? 

Mr. Letenty. Yes; we do. 

Senator Purre.ty. They are members of your organization ? 

Mr. Lercnty. Yes. Many of these organizations are international 
ae. 

enator Purreity. That is what I thought. 
Mr. Leicuty. We also represent them in Alaska and in the Canal 
one. 

All railway workers are greatly concerned by the matters being 
considered by your committee, and we are directly interested in the 
legislative proposals which have been suggested here by the carriers. 

I have with me today three other railway labor chief executives who 
will participate in our presentation: Mr. H. E. Gilbert, president of 
the Brotherhood of Locomotive Firemen and Enginemen; Mr. T. C. 
Carroll, president of the Brotherhood of Maintenance of Way Em- 
ployees; and Mr. Michael Fox, president of the railway employees’ 
department of the American Federation of Labor and Congress of 
Industrial Organizations. 
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Each of these gentlemen will present statements dealing with certain 
special aout that are facing railway workers today and will 
answer allegations which have been directed at railway labor by repre- 
sentatives of the carriers and other participants. I shall direct my 
discussion to the more general aspects of the current railway situation 
and will state the position of railway labor on the legislative proposals 
which have been suggested to your committee. Specifically, I shall 
discuss the following matters: 

I. The general railway financial condition. 

II. The special problems of railway passenger service. 

III. The unemployment problem of railway workers. 

IV. The position of railway labor on the carriers’ legislative 
proposals. 

I. The railroad financial position is not unfavorable in the light of 
past experience and the current general economic situation. 

The carriers have not presented to your committee a complete pic- 
ture of the financial and operating position of the railway industry. 
They have selected from the great mass of statistical information 
available those elements which disturb them most, and are most un- 
favorable. This presentation—based on incomplete information and 
improper emphasis—has conveyed a general picture of hopelessness 
and dispair. This portrayal is not accurate, and the carriers have 
given your committee a one-sided presentation. 

We, of railway labor, recognize that the railways have some prob- 
lems, and we iia to help in very way possible to find solutions to those 
problems. But we feel this committee should proceed from a complete 
and sound appraisal of the true condition of the industry—not from 
the incomplete and misleading data presented here by the carriers. 

In our presentation we shall try to fill in those elements of the over- 
all railroad position which the carriers have omitted. In my discus- 
sion I shall emphasize the following points: 

A. Fundamentally, the capital structure of the railroad in- 
dustry and its physical condition are as good as at any time in 
history. 

B. In spite of increases in prices and wages during the post war 
period, unit costs of operation have not risen excessively. 

C. Rates and fares have increased enough to enable revenues 
to keep pace with rising costs. 

D. Asa result, net earnings have been extremely stable since the 
end of World War IT. 

E. In spite of the substantial decline in general business condi- 
tions in 1957, railway net earnings have continued at a relatively 
high level. 

F. The future outlook of the railways is excellent. 

A. Fundamentally, the capital structure of the railroad industry 
and its physical condition are as good as at any time in history. 

Until very recently, the railways have always been plagued by heavy 
funded debts and high fixed charges. In 1938 the Interstate Com- 
merce Commission observed in its annual report: 


The chief contributory factor to railroad distress * * * has been the great 
volume of indebtedness. From its beginning the railroad industry has used 
borrowed funds in large proportion in the creation of its properties, with the 
result that the return paid to investors has to a very considerable extent taken 
the form of fixed interest on bonds instead of dividends on stock * * *. When 
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railroad earnings dropped with the great fall in the demand for their services, 
they could and did suspend payment of * * * dividends, where necessary, but 
they could not suspend * * * interest without default in enforcible legal obliga- 
tions. In view of the relatively large volume of their indebtedness, therefore, 
many railroads have been driven into receivership or bankruptcy. 

The capital structure of the railroad industry has been dramatically 
improved since the period referred to in this statement of the Interstate 
Commerce Commission. Prior to World War II, the carriers’ funded 
debt in the hands of the public was in excess of $10 billion. This debt 
was supported by a net investment in road and equipment which 
ranged from about $20 billion in 1921 to $23 billion in 1938. Thus, debt 
throughout that period made up nearly one-half of the gross invest- 
ment of the railways. 

At the end of 1955, railway gross investment was about $27 billion, 
and funded debt in hands of the public had fallen to just over $8 
billion. Thus, today, railways have long-term debts amounting to less 
than one-third of their investment. 

This improvement in the capital structure has had a large and 
significant effect on the relationship between revenues and fixed 
charges. In 1938 fixed and contingent charges on debt were $627 
million, with operating revenues of $3,565 million. In 1957 fixed and 
contingent charges were $420 million and operating revenues were 
$10,491 million. 

Senator Smaruers. Mr. Leighty, where do you get these figures? 
From the Interstate Commerce Commission ? 

Mr. Leienty. Yes, sir; they are Interstate Commerce Commission 
figures. 

Thus, 18 percent of revenues were needed in 1938 to pay fixed 
charges. Today, only about 4 percent of revenues are required to 
meet these charges. 

As a result of this great change in their capitalization, the carriers’ 
coverage of their fixed charges has been vastly improved, and is far 
better than it was even in the best years of the prewar period. In 
1929—which is generally regarded as one of the best years of railroad 
history—the carriers as a whole earned their fixed charges by a ratio 
of just over 2 to 1. 

In 1957—which we know was a year in which earnings dropped 
off substantially—the carriers nevertheless covered their fixed charges 
by a ratio of nearly 3 to 1. For the information of your committee, 
I have included as exhibit 1, hereto, a statistical statement showing the 
relationship of fixed charges to revenues and income available cover- 
ing the period from 1921 to 1957. This demonstrates quite clearly 
the effects the carriers have realized from the great improvements 
made in their capital structure. 

The debt today is significantly different in composition from what 
it was in the prewar period. Before the war, over 90 percent of the 
debt was long-term-funded debt ; equipment obligations were of minor 
importance. Today equipment obligations are more than one-quarter 
of the total debt. This is important since equipment obligations are 
of short duration and their maturities are usually paid for out of 
current depreciation accruals. 

This improved capitalization has taken place during a period in 
which the carriers were investing enormous amounts for additions and 
betterments in their plant and equipment. In the years since the 
end of the war, gross capital investments of the railways have aver- 
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aged close to $1 billion per year. In some years they reached nearly 
$114 billion. As exhibit 2 shows, this investment rate is far above the 
levels of any year in the past. 

Through these expenditures, the carriers have made great improve- 
ments in their equipment. Exhibits 3 and 4 show the age of railway 
equipment in recent years as compared to what it was in earlier years. 

Over half of the locomotives in service today are under 10 years 
old. Nearly half of the cars are 15 or less years of age. The 
industry has almost completely converted to diesel operation in the 
last two decades. The overall age of their freight-car fleet is lower 
than it has been in many years. This does not mean that their equip- 
ment-building program is complete or that they won’t have to continue 
to make additional expenditures in the future. It does mean that 
great improvements have been made and that railroad equipment 
generally, if it were adequately maintained, would be as good as it 
has ever been. 

Unfortunately, railroad equipment has not had adequate service 
and maintenance in recent years. Even new locomotives and new 
cars must be kept in good repair by continuing inspections and fare- 
ful maintenance. The carriers have not provided such proper main- 
tenance; they have allowed equipment which has cost them millions 
of dollars to deteriorate to the point where it couldn’t be used. In 
recent years the proportion of bad-order cars has reached record 
levels, and, as a result, the carriers have been critically short of 
equipment when they were faced with heavy seasonal traffic loads. 
Mr. Fox will have more to say on this subject in his statement. 

Senator Purrety. May I ask a question ? 

Senator Smaruers. Senator Purtell. 

Senator Purrety. Is it because of a tightening up of inspection 
that has resulted in so many setoffs, or is it because the equipment 
itself is allowed to deteriorate while the same standard of inspection 
is maintained ¢ 

Mr. Leicury. Primarily it is due to laying off the maintenance of 
equipment forces and not maintaining it at a proper standard. 

Senator Purreity. So that you do not ascribe any portion of it, do 
you—or do you?—to the tightening up in inspection ? 

Mr. Leigury. No. I would say, if you are speaking about the in- 
spection that the railroad inspectors give their equipment 

Senator Purretn. That is right. 

Mr. Leicury. I would say that their inspections are much, much 
less effective than they were previously, and the same is true in con- 
nection with the inspections given by the inspectors of the Interstate 
Commerce Commission. There has been no tightening up of inspec- 
tion. 

Senator Purreti. Thank you. 

Mr. Leicury. The carriers have also spent substantial amounts to 
improve their road properties during the postwar years. New and 
greatly improved signaling systems have been constructed, automatic 
classification yards have been built, ties and rail have been replaced. 
Even in railway offices, new equipment and techniques have improved 
efficiency—with some carriers introducing electronic computer sys- 
tems to replace old accounting methods. _ 

Again with road property, as with equipment, some of this in- 
vestment has been wasted because of the foolish maintenance policies 
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of the carriers. As Mr. Carroll will tell you in his statement, the 
railroad managements have not kept their properties in good repair. 
As a result, they unquestionably have lost some of the value and re- 
turn they should have realized from their expenditures for additions 
and betterments. 

These additions and betterments have been financed without im- 
pairment of the improved capital structure the carriers have 
achieved. New equipment and some road property improvements 
have been financed in part by issuance of equipment trust obligations 
and through conditional ‘as contracts. The cash outlays arising 
from downpayments and maturities have been met through cash 
available from net nearnings and depreciation accruals. 

Exhibit 5 shows the total net cash flow of the carriers through the 
— and the total amounts of outstanding equipment obligations. 

hese obligations usually mature in 10 to 15 years. It is clear that 
the cash flow of the carriers is more than adequate to meet such ma- 
turities. 

Senator Lauscue. Pardon me. Where are the exhibits? 

Mr. Letauty. They are in a separate document. 

(The document referred to can be found subsequent to Mr. 
Leighty’s presentation.) 

Senator Lauscue. Thank you. 

Mr. Leteuty. On exhibit 5 you will note that we show the years 
from 1921 to 1957, showing the net income, the depreciation and re- 
tirement charges, and these amounts are charged to operating expense 
as you know, and the net cash flow is shown in the other column. 

You will note that since 1942 the net cash flow has exceeded 
$1 billion, with the exception of 3 years: 1946, 1947, and 1949. In 
1946 it was about $653 million, and in 1947 and 1949 it exceeded $800 
million. Overall, the capital structure of the carriers, their ability 
to meet fixed charges, and their physical condition are better than 
ever before in history. 

B. In spite of increases in prices and wages during the postwar 
period, unit costs of operation have not risen excessively. 

Throughout these proceedings, spokesmen for the railways have 
emphasized increases in the costs of operation which they say have 
affected their earnings, particularly in recent years. Mr. Secania: for 
example, stated that: 

Costs for labor and materials are continuing to increase in the face of de- 
clining traffic. Since November 1, 1956, labor and material costs have increased 
by $870 million on an annual basis. 

This statement is typical of the misleading impressions given in the 
carriers’ presentations. 

In fact, total railway operating costs and taxes—including all ex- 
penses, equipment rents, payroll, and income taxes—increased less 
than $100 million in 1957 over 1956. 

The hourly wage rates of railway workers and the prices paid by 
the railways for materials and supplies have all increased substan- 
tially during the postwar years, in pace with the wage progress of 
other American workers and with the general price level. But, unit 
costs of operation have not increased proportionately, and, with in- 
creased freight rates and passenger fares, the railways’ earnings have 
been well maintained. 

Senator Lauscus. Mr. Chairman? 
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Senator Smatuers. Senator Lausche. 

Senator Lauscue. There is a considerable disparity between the 
implications contained in the statement of Mr. Loomis and that of 
yourself. Have you discussed with Mr. Loomis or any of his asso- 
ciates this difference in figures ? 

Mr. Leraury. No, I haven’t; but I can tell you why the difference 
between the $870 million—I can give you an idea of what the differ- 
ence is. 

Senator Lauscner. You can give an explanation ? 

Mr. Leicury. I can tell you approximately what it is. A good 
portion of it is due to the tremendous layoffs that the railroads made 
during the year 1957, and the wage costs that they anticipated did 
not actually occur. They didn’t pay out the money. 

Senator Lauscue. Is that discussion in your statement here? 

Mr. Leicuty. No. I haven’t explained it. I will be glad to go 
into it. 

Senator Lauscue. Would you explain it again, please? I would 
like to hear it. 

Mr. Letcuty. Mr. Loomis’ cost is based on railroad employment in 
the year 1956. If railroad employment had remained at that level in 
1957, the costs would have been $870 million. But in spite of the 
fact that in the year 1957 they handled within 5 percent as many ton- 
miles as they did in the previous year 1956, the employment during 
that year dropped more than 3 times that amount. And, as a result, 
the total wage cost was much less, in fact, only about 15 percent of 
what Mr. Loomis has indicated it would be in his statement. 

Senator Lauscue. Is this understanding correct then: Mr. Loomis 
projected the 1956 number of employees into the year 1957, and ap- 
plied to it the 1957 wage scale, and came up with the figure of $870 
million ? 

Mr. Letcuty. That is correct. 

Senator Lauscue. The fact, however, is that they laid off employees 
in 1957 and that the difference in the labor cost was $100 million, as 
you have given it, although they carried only 5 percent less in cargo 
and traffic? 

Mr. Leieury. In ton-miles; that is correct. That is the general 
explanation. Of course, the $870 million was for material and wages. 
Their total overall increase in 1957, as compared to 1956, including 
taxes, was a little less than $100 million. 

Senator Smatuers. Let me ask a question right there. The differ- 
ence is $770 million between those 2 figures? 

Mr. Leteuty. That is right. 

Senator Smatuers. So they could lay off even as many as they laid 
off—and I know they laid off a considerable number. With that 
figure, does the payroll of those they lay off amount to $770 million ? 

Mr. Letenty. Yes. I would say that is entirely possible. But 
understand, of course, that part of this $870 million is for material 
costs. It isn’t all wage costs. Part of it is material costs. Your 
$770 million would probably be a high figure. But the majority of 
that is wage costs. I would say at least 70 percent of that, or prob- 
ably a little more, would have been wage costs. 

Senator Smaruers. Thank you. Go ahead. 

Mr. Leiaguty. We have shown on exhibit 6 the trend of unit costs 
of operation—including expenses, rents and taxes—for the years from 
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1921 to 1957. On the same table, we have shown the trend of the Con- 
sumer Price Index and the Wholesale Price Index, published by the 
United States Department of Labor. Since 1945, total railway costs 
per gross ton-mile have increased by only 39.7 percent. In the same 
riod, consumers’ prices have risen 56.3 percent and the Wholesale 
rice Index by 70.9 percent. Comparisons based on earlier years 
reveal similar trends. In 1957, costs per gross ton-mile were 92.8 per- 
cent above 1939, with the Consumer Price Index and Wholesale Price 
Index showing increases of 102.4 percent and 134.7 percent, respec- 
tively. Thus, in spite of the increases in wages, materials and sup- 
oe, and other items, the actual costs of providing railway service 
ave risen less than the general price level. 

C. Rates and fares, and revenues per traflic unit and per gross ton- 
mile have kept pace with rising costs. 

The railways have sought for and received successive increases in 
freight and passenger charges from the Interstate Commerce Commis- 
sion during the postwar period. These increases have been enough to 
keep railway revenues generally in line with increases in unit costs. 

The effect of increased rates and fares is reflected in revenue per 
ton-mile and revenue per passenger-mile. Exhibit 7 shows the trend 
of these elements from 1921 to 1957. Revenue per ton-mile rose from 
0.959 cent in 1945 to 1.445 cents in 1957—an increase of 50.7 percent. 
Revenue per passenger-mile in the same period rose from 1.871 cents 
to 2.839 cents or 51.7 percent. It will be noted that these increases 
were more than the increases in unit costs. 

These increases in rates have yielded revenues far above the level of 
even the best prewar years. Railway operating revenues rose above 
$10 billion for the first time in history in the year 1951. They have 
fallen below that level only once since that year—in 1954. In 1957, 
operating revenues remained close to $10.5 billion. 

D. As a result, net earnings of the railways have been extremely 
stable since the end of World War IT. 

Railway profits today are more stable than at any time in history. 
Exhibit 8 shows the trend of net income for all class I railways, 1921 
to 1957. 

Senator Smaruers. Let me ask you a question, Mr. Leighty. From 
time to time you refer to class I railways, and in these other figures 
you refer to just the “railroad.” Are these figures, for example, the 
rates and fares and revenues per traffic unit for gross ton-mile, is that 
class I railroads or is that all railroads ? 

Mr. Letcutry. Class I railroads. However, let me point this out to 
you: Of the traffic in the country, the class I railroads handle about 
95 percent of it. When you include all railroads, including switching 
and terminal companies, you find a little difference between the figures 
that areshown. But that difference is a relatively minor one, because, 
as I said before, class I railroads represent approximately 95 percent 
of the railroad service that the railroads give the country. 

Senator Smatuers. All right, sir. 

Mr. Letentry. Net income is the amount the railways have left as 
profit after paying all costs of operation, depreciation, equipment and 
facility rents; all taxes—including income taxes—and all fixed and 
contingent charges. 

Prior to World War II, the net earnings of the carriers fluctuated 
over a very wide range. In good years, like 1929, net income went as 
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high as $896 million. That again is shown on the exhibit as we have 
indicated to you. 

In bad years, like the depression years of the 1930’s, the carriers had 
net deficits—with deficits reaching a peak of $139, ‘204,000 in 1932. 
Since the end of World War II, there has been no year in which the 
carriers as a whole have run into the red. In good years like 1953 
and 1955, net income went above $900 million—attaining the highest 
levels in history. In one of the recession years, 1949, net income 
dropped below $500 million. In all other years, including the re- 
cession years 1954 and 1957, net earnings have held up at levels com- 

arable to many of the very good years of the past. In 1957, for 
instance, net income was $734 million—which was higher than the level 
of 1925, 1927, 1948, and 1951, and only slightly below 1926, 1928, 1950, 
and 1952. All of these years were considered very profitable years for 
the railroad industry. 

Of course, we recognize that American railways do not constitute 
one single system or “corporation, and have no common pocketbook. 
But, in “general, the individual railway companies themselves are in 
better condition than ever before. Exhibit 9 shows summary statis- 
tics on the mileage of line-haul railways operated by receivers or 
trustees as of various dates from 1895 to 1956. 

As this table shows, at some periods of the past very heavy propor- 
tions of total railway mileage were insolvent. In the depression years 
of the 1930’s nearly one-third of total mileage was being operated by 
receivers or trustees. At the end of 1956, only sixty-eight one-hun- 
dredths of 1 percent of total railway mileage was in the hands of re- 
ceivers and trustees. 

Some railways did have net deficits in 1957, of course, but the num- 
ber was far below that of past years. 

Let me interpolate here. The railroads have what they call a con- 
tingent charge which is only paid if the railroad has the necessary 

earnings. But in computing the net revenue of the railroads, this is 
charged to that fund and deducted. So some of these figures of net 
income are less than they actually would be when you consider that 
feature. 

Some of these contingent payments accrue for a period of 2 or 3 
years, and are an obligation of the carrier during that period. But 
after that period ends, , those obligations cease and the net income for 
those years, if figured on an actual basis, would be higher than these 
figures shown here. But this is the method used by the Interstate 
Commerce Commission and is the method we have used here. It in- 
cludes these contingency payments on bonds. 

Exhibit 10 shows the number of carriers with net incomes and net 
deficits for each year since 1929. In 1957, only 16 carriers failed to 
make a net profit after all cost, taxes, and charges. This was fewer 
than in any prewar year shown, including 1929 when there were 20 
such carriers. In some depression years over half of the carriers 
operated with net deficits. Clearly, the situation as of 1957 was a 
vast improvement over these earlier periods. 

The carriers constantly complain that they are not earning 6 percent 
on their net investment which they consider to be an adequate rate 
of return. In this respect, they base their showing on an investment 
figure which has never been accepted as a base for that purpose by 
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the Interstate Commerce Commission. Actually, only once in the 
entire span of years since 1921 have the carriers as a whole made 6 
percent on their book investment. That was in the year 1942, when 
extraordinary wartime conditions raised net earnings to abnormal 
levels. 

I have said here, net earnings, as compared to net income, because 
net earnings is prior to taxes, and as you know the railroads paid a 
substantial amount of taxes in the year 1942. 

The adequacy of railway earnings can be measured also in relation 
to the common and preferred stock in the hands of the public. Exhibit 
11 presents this comparison. By this standard the carriers’ rate of 
earnings has been better in recent years than ever before. In 1956— 
the latest year for which we have these figures—the railways earned 
13 percent on their outstanding equity capital. Although 1957 earn- 
ings were lower than the 1956 level, earnings in that year—when they 
become available—also will show as more favorable than most past 

ears. 
"i Senator Lauscue. Mr. Chairman ? 

Senator Smaruers. Senator Lausche. 

Senator Lauscue. Mr. Leighty, these figures on exhibit 11 showing 
the rate of return: Those are returns before taxes; is that correct ? 

Mr. Leicuty. No; those are returns after taxes. 

Senator Lauscue. After taxes? 

Mr. Leicuty. After taxes. 

Senator Lauscue. That is, in 1956, the rate of return was 13.8—— 

Mr. Leteuty. Based on the capital stock ; yes. 

Senator Lauscue. Based on the capital stock ? 

Mr. Leienty. After paying all fixed and contingent charges, in- 
cluding taxes, equipment rent, every other expense which is chargeable. 
That is correct. That is based on capital stock. 

Senator Lauscue. These figures are taken from the Interstate 
Commerce Commission ? 

Mr. Leteuty. That is correct. 

Senator Lauscue. We had a figure here that has been used showing 
that the average return by the railroads, I think in 1956, was 5 percent. 
I don’t recall whether that was on the supposed capital structure or 
on outstanding stock. 

Mr. Letcury. No; that was on a figure that they used, which is 
pretty much of a book value. 

Senator Lauscur. Do you remember that ? 

Mr. Lercuty. I remember the testimony. 

Senator Lauscue. “Rate of return on net assets” ? 

Mr. Leicuty. Their net assets includes their property less deprecia- 
tion cost and includes all of their cash and their assets of material and 
those items. It is a so-called book value, and it also includes the so- 
called acquisition adjustments, where a railroad reorganizes and wipes 
off a couple million dollars in their securities in that reorganization, 
but it is still left in there as a part of the book value on which they 
ask to earn a return. 

Senator Lauscur. One more question and then I will close. 

This column on the right-hand of exhibit No. 11, showing rate of 
return, contains figures taken from the Interstate Commerce Com- 
mission records ? 

Mr. Lereuty. Absolutely. 
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Senator Lauscue. And parallel figures, I suppose, are available for 
other modes of transportation under the control of the Interstate 
Commerce Commission ? 

Mr. Leicuty. I would assume so, although I couldn’t definitely say 
that, because some of these other forms of transportation laa are 
not available nearly as far back. In fact some of them, like the air- 
lines, were barely in existence back in some of those earlier years. 
I would say that the Interstate Commerce Commission for certain 
of the utilities and the Civil Aeronautics Board for the airlines would 
have similar figures available. 

Senator Purreity. These tables are not taken from the Interstate 
Commerce. The information is taken, and then you interpret it and 
set up these rates of return, is that correct ? 

Mr. Leicuty. The basic information, the capital stock and net 
income, is taken from Interstate Commerce figures, and that is our 
computation from those figures. 

Senator Purrety. So you arrive at the rate of return. When you 
say “stock in the hands of the public not held by railway companies,” 
you are excluding such treasury stock as there may be or stocks in 
one company held by another, is that correct? Which may or may not 
be substantial in nature. So they all represent invested capital, and 
you do not in any way include those in your “capital stock held in the 
hands of the public,” 1s that correct ? 

Mr. Leteury. If the railroad itself holds the stock in its own 
treasury it isn’t included because if they paid dividends on their own 
stock it would be meaningless. 

Senator Purtett. This is a common practice. I don’t know about 
railroads. 

Mr. Leicutry. They don’t pay interest. 

Senator Purreri. You do have treasury stock representing invested 
capital ? 

Mr. Leteuty. Yes. This figure—I might say that dividends that 
any railroad company has received in connection with any of these 
stocks, any time the dividend has been paid on those stocks, that would 
have been shown in their net income. That is, if paid to any other 
railroad company. 

Senator Purrett. The net income would not have anything to do 
with the payment of dividends, if you are talking about net income? 

Mr. Leicuty. No; it wouldn’t, except to this extent: The railroad 
that would receive a dividend would credit its accounts with that 
dividend 

Senator Purrety. That is correct. 

Mr. Letcutry. Before arriving at its net income. 

Senator Purreii. Intheirownincome. That is correct? 

Mr. Letenty. Yes, sir. 

Senator Purret. Income from other railroads in which they might 
have a stock interest ? 

Mr. Letcuty. That is correct. 

Senator Purrett. That is understandable. 

But this net income is the net income not before distribution at all, 
is that correct ? 

Mr. Letcury. That is correct. 

21278—58—pt. 4-2 
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Senator Purrer.. But you do not include in the capital stock, stock 
held in other companies or where you might have treasury stock not 
sold to the public, is that correct ? 

Mr. Letcury. Let me say that this is a computation that is made— 
these are statistics furnished by the Interstate Commerce Commission, 
and it says, their note on these stocks, “Stock in the hands of the 
public not held by railways company.” I do know it couldn’t include 
the stock which the individual railroads hold of their own, stock 
they hold themselves. For instance, $25 million might be authorized 
and they have $10 million in the treasury and $15 million is in the 
hands of the public. The $15 million in the hands of the public is 
the only part that we are talking about here. 

Senator Smaruers. All right,sir. Is that all? 

Senator Purrent. That is all that I have. 

Senator Smaruers. Go ahead, Mr. Leighty. 

Mr. Leienty. Clearly, railway earnings have been stabilized at 
a high level during the postwar period. 

E. In spite of the substantial decline in general business condi- 
tions in 1957, railway net earnings have continued at a relatively 
high level: The high level of net income maintained by the railways 
in 1957 is particularly impressive in the light of the known relation- 
ship between railway traffic and general business conditions. In 1957, 
the country as a whole entered a recession, followed by an effort to 
reduce inventories. In this period, retailers, wholesalers, manufac- 
turers, and suppliers of raw materials all tend to reduce orders and 

roduction so as to liquidate excessive stocks of goods on hand. The 
immediate effect of such a development is to cut down the amount of 
materials and products moving in commerce; that is the retailer 
stops ordering from the wholesaler, the wholesaler cuts down on his 
orders of manufactured goods, and the manufacturer reduces his 
orders of raw materials. This means, of course, a tremendous reduc- 
tion in the amount of transportation needed, and the railways suffer a 
decline in traffic volume accordingly. Thus, while inventories are 
being cut back, railway traffic declines even more than total sales and 
consumption. However, when business starts to rebuild inventories, 
the reverse of this cycle takes place, and railway traffic spurts ahead 
faster than consumption in general. 

The performance of the railways in 1957 was clearly very favor- 
able since net earnings were retained at a high level at a time when 
business was falling off drastically. 

F. The future outlook of the railways is excellent: I believe the 
railroads generally can look forward to prosperous and profitable 
operations for many years, if business conditions of the Nation as a 
whole are good. I base this belief on the following factors: 

1. America is going to continue to grow. The Merce of Census 
has made projections that indicate population by 1965 will exceed 
190 millions, and will exceed 200 millions by 1970. 

2. Population growth means industrial growth and increased need 
for transportation. From 1946 to 1956, the population of the United 
States grew from 141 million to 168 million, or by about 20 percent. 
In that period, the total intercity ton-miles of transportation—all 
agencies—increased from 900 billions to nearly 1,400 billions, an ad- 
vance of about 50 percent. A further 20 percent increase in popu- 
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lation by 1970 inevitably will continue to increase total transporta- 
tion requirements, perhaps raising total ton-miles to 2,000 billions. 

3. The railroads will share in the tremendous increase in trans- 
portation. If they hold their present share of the total, railroad 
ton-miles will approach 1,000 billion by 1970. Even if they lose 
ground relative to total growth, they should increase their traffic 
substantially. 

4. Increased traffic will yield higher revenues and higher net earn- 
ings. The railways have proven their ability to surmount rising 
costs during the postwar years. As I have pointed out above, costs 
per unit of traffic have risen no faster than the general price level. 
Future cost increases will also be substantially if not completely offset 
by advancing efficiency of operations. 

I am aware that many of the railroad representatives who have 
appeared here have expressed extreme pessimism on the railways’ 
future outlook. However, my past experience with many of these 
gentlemen has convinced me that they can change their minds in a 
hurry when the trend of business reverses itself. Mr. Symes of the 
Pennsylvania—who presented a very gloomy picture to your com- 
mittee—will serve as a good illustration. 

The last inventory recession to hit the country began in the latter 
months of 1953 and continued into 1954. In the early months of 
1954, the unions representing nonoperating railway employees pre- 
sented a case in support of proposals they had made to the carriers 
for certain improvements in working conditions to a Presidential 
Emergency Board. Mr. Symes appeared before that Board, and 
stated, in part, as follows: 


I have indicated that my railroad experience covers a span of about 38 years. 
I have seen many changes take place in the industry during that time, and I 
have seen some very serious problems confronting it—but I must say, in all 
fairness to this case, that I have never visualized such a gloomy outlook of 
the future as appears on the horizon today (p. 1753 of the record in that case). 


Mr. Symes presented a substantial amount of statistical material 
in support of his position. In describing some of this material, he 
observed : 


In presenting this material, I propose to compare the decline in traffic that 
is expected in 1954, as compared with 1953, with the decline in traffic in 1930, 
as compared with 1929 * * * 

You all remember the seriousness of the 1930 depression. I am not trying to 
say that we are going into anything like that now but there is evidence to indi- 
cate that we are going into a depression or recession—whatever we want to call 
it—of about 50 percent of the severity of the 1930 one—insofar as ton-mile 
volume of traffic in our railroad is concerned. But that is a very serious situa- 
tion now, because we are just not in position to stand it, even though it might 
be only 50 percent as severe (pp. 1874-1880). 


That was Mr. Symes’ expressed opinion on the railroad outlook 
early in the year 1954. At the end of that year, at the time the an- 
nual report of the Pennsylvania Railroad was released to stockholders, 


Mr. Symes made a somewhat different statement, which was reported 
in the public press as follows: 


PHILADELPHIA.—“‘We are more optimistic going into 1955 than at any time 
in the past 8 years,” James M. Symes, president of the Pennsylvania Railroad, 
told shareholders in the annual report. 

Mr. Symes based his optimistic outlook on the following factors: 

Extraordinary expenditures required to rehabilitate the property after their 
“overloading and overworking” in World War II are behind the Pennsy. “In- 
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stead of a billion-dollar program in a 6-year period our costs for improve- 
ments and new equipment will be on a reduced basis and more nearly normal 
in the year ahead,” he stated. 

“The business recession that depressed our volume sharply in 1954 has been 
reversed and the present trend is encouraging.” 

Brimming with optimism, the annual report carried tables that compare 
Pennsy operations with other eastern railroads. Claiming new records in gross 
and net ton-miles per train-hour and in cars per engine-hour in yard operation, 
the report stated, “by each of four yardsticks for measuring the efficiency of 
freight operations, the Pennsylvania is substantially better than the average of 
other eastern railroads.” (Source: Wall Street Journal, March 17, 1955.) 

I believe it might be helpful to the members of this committee in 
appraising the reliability of some of Mr. Symes’ statements in this 
proceeding if they could compare a number of his other statements 
made in 1954 in our Emergency Board proceeding with those he 
made at the time of the annual report for the year 1954, issued just 
1 year later. I have assembled a comparison of such statements in 
exhibit 12 for your reference. _ ; 

We have found it characteristic of these carrier statements, over 
many years, that they fluctuate rapidly between such extremes of 
optimism and pessimism. As traflic rises, carrier representatives 
skyrocket to high levels of confidence—and a month or two of slacken- 
ing business will plunge them to the depths of bleak despair. 

Actually, on other occasions Mr. Symes has been very optimistic 
on the outlook of the railways, and he feels the railways may have a 
good chance to increase their proportion of the total traffic to be 
handled in future years. On September 7, 1955, Mr. Symes, speaking 
in Chicago said : 

In 1954 they (the railroads) participated in 51 percent of the total intercity 
freight ton-miles—or 557 billion ton-miles. If the downward trend in rail 
participation of the past 10 years continued unabated during the next 10 years, 
then by 1965 the railroads would be called upon to handle 650 billion ton-miles 
of intercity freight—17 percent more than last year. If the distribution leveled 
off and the railroads maintained their 1954 participation, they would be called 
upon to handle 790 billion ton-miles—42 percent more than last year. If the 
railroads were called upon to handle 55 percent of the total tonnage, that would 
mean 852 billion ton-miles—53 percent more than last year and 14 percent more 
than they ever handled in their history—which was the war year of 1944. 

Now, I, for one, am optimistic enough to believe that 55 percent participation 
by the railroad industry should be the minimum by 1965 * * * 

The basis for Mr. Symes’ prediction is included in exhibit 12. 

I wish now to summarize briefly what I have said on the general 
financial condition of the railways. Considering the current level of 
the economy as a whole, the financial position of the railway carriers 
is excellent. Their capital structure and physical condition are as 
sound as they ever have been in their history. They have successfully 
demonstrated their ability to control rising costs—in a period of 
inflation as severe as any the Nation has experienced in peacetime. 
Their revenues have kept pace with increases in costs and, as a result, 
their net profits have been stabilized at a relatively high level. Even 
with the recession in the latter half of 1957, net income for that year 
has only fallen moderately from the all-time record high of 1955. 
Given continued growth of the Nation as a whole and a revival of 
industrial prosperity, the railroads should continue to be prosperous 
and profitable indefinitely. 
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II. The railroad passenger service presents special problems but 
they are not as difficult to overcome as the carrier representatives 
have suggested. 

We recognize that the railways have some problems, and that in 
some types of operations, notably in passenger service, profit mar- 
gins are thin, and in some instances disappear completely. We wish 
to help the carriers meet these problems and will support any reason- 
able and effective proposals they may make to do so. However, the 
Pena situation is not nearly so bad as the carrier representatives 

ave indicated in their testimony before your committee, and some 
of the things that have been proposed are neither necessary nor de- 
sirable. The outstanding features of the passenger service problem 
are these: 

A. The railroads are common carriers; they represent them- 
selves to be available to furnish whatever transportation service 
is needed in the areas they serve. 

B. The passenger problem is not as serious as the carriers al- 
lege, since ICC accounting procedures provide no accurate basis 
for appraising these operations. 

C. The decline in passenger traffic has not been as great as the 
carriers have suggested, and passengers operations still yield very 
substantial revenues which the carriers need if their overall opera- 
tions are to continue to be profitable. 

D. The causes of the decline of passenger traffic are to some 
degree correctable. 

A. The railroads are common carriers; they represent themselves 
to be available to furnish whatever transportation service is needed in 
the areas they serve: 

Senator Purretzi. Do you intend to treat the question of commuter 
service separately or do you include that in this whole problem of 
passenger carrying ? 

Mr. Letcury. It is treated in this section but at a later portion of it. 

Senator Purtreti. Thank you. 

Mr. Letenty. The railroads call themselves common carriers. To 
me this means that they are available to perform any kind of service 
needed. It means they can’t pick and choose just that traffic which 
yields the best and biggest profits. 

There is, of course, wide variation in the relative profitability of all 
kinds of traffic handled by acommon carrier. To begin with there are 
wide differences in the costs of handling the many kinds of freight 
carried by the railways. Less-than-carload freight is more costly 
to handle than carload freight, since many bulk carload commodities 
are simple and comparatively inexpensive to handle. The revenues 
derived from transporting the different types of freight also vary 
widely. The resulting balance of costs versus revenues determine the 
profitability. Railways probably would prefer to handle only those 
items which yield a high net profit, and forget about the other traffic. 
They can’t dothis. They are common carriers and must take whatever 
is offered. 

Some passenger traffic is quite profitable. Many of the deluxe 
streamliners that move across the Nation on fast schedules have always 
made money. But other services—particularly on branch lines and 
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in some commuter areas—have been much less profitable and some- 
times have lost money. Again, perhaps the carriers would like to 
choose only that which is good and throw away the marginal traffic. 
Here again the principle isthe same. As common carriers they should 
expect to handle everything that is offered. 

The railways recognize this, of course. In fact, they are strongly 
critical of contract and private carriers who select and haul only cer- 
tain types of traffic; they complain bitterly about these “pseudo private 
carriers” and ask that such carriers be subject to greater controls and 
regulations than at present. 

Your committee should bear this fact in mind as it considers the 
evidence that has been presented. As common carriers, the railroads 
cannot be allowed to haul only the rich cream traffic and to forget the 
rest. They have an obligation to haul passengers as well as freight, 
and the relative profitability of one over the other is not pertinent to 
their discharge of that obligation. 

B. The passenger problem is not as serious as the carriers allege, 
since ICC accounting procedures provide no accurate basis for ap- 
praising these operations : 

Senator Purrett. May I inquire? 

Senator Smaruers. Senator Purtell. 

Senator Purreiu. Isn’t there a review being made now, or at least 
a suggestion that a review be made, of the accounting procedures, both 
by the railroads and also by the ICC, of what will be acceptable to 
ICC? 

Mr. Leicury. There is an investigation in progress at the present 
time, and there has been quite a wealth of material submitted, but no 
definite determination has been made. 

Senator Purreiy. It would indicate a need for review anyway. 

Mr. Leienty. That is correct. 

Information presented here on the so-called losses suffered in rail- 
way passenger operations substantially overstate the seriousness of 
the passenger situation. The Interstate Commerce Commission for- 
mula, by which these passenger results are computed, apportions to 
passenger service parts of many overhead and fixed costs. This for- 
mula, of course, is a useful | meaningful technique for some cost- 
accounting purposes—as a guide to management policies and for 
determining issues in rate and fare cases. However, it is not a suitable 
basis for judging whether either passenger or freight traffic is profit- 
able or unprofitable standing alone, and it should not be conclusive in 
determining whether any service should be continued or abandoned. 

The Interstate Commerce Commission formula necessarily allo- 
cates all expenses of operation between passenger and freight service. 
Thus, a portion of maintenance of aioe expense on jointly used 
track is allocated to passenger service. Station costs are similarly 
apportioned, as are hundreds of other individual items of expense 
incurred in railway operations. 

Now, the carriers are not going to pull up their tracks or tear down 
their stations if they abandon passenger operations in whole or in 
part. These costs will continue whether the passenger operations 
are continued or not. It is therefore quite unrealistic to use such 
apportioned nonavoidable costs in determining the net profitability 
of passenger operations. 
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The revenues received in passenger operations—however small the 
may be—will be lost when such operations are discontinued. Althoug 
the overhead costs will still be there, the revenues available to meet 
them will have been decreased whenever a passenger train is 
discontinued. 

Senator Purrett. May I inquire, do you disagree with the deter- 
mination of the allocation of items of expense, burden and otherwise, 
incurred in the passenger operation, differentiating it from the freight 
operation? That is a long question. What I am trying to point out 
is that it would appear proper accounting proceedings would deter- 
mine what each one of these portions of the service rendered by the 
railroads should carry. You can’t determine freight costs unless 
you first determine passenger costs, if you can determine those costs. 
I frankly question the methods employed today to determine the items 
of burden, and so forth. 

Do you feel that it is correct—in order to determine the cost and 
the rate by which freight can be carried—that you ought to have 
some idea of your costs? 

Mr. Leicury. I agree with that. 

Senator Purre.y. In order to determine that, you ought to have 
some idea of what the passenger costs are? 

Mr. Letenty. I would agree with that; yes. 

Senator Purret.. Is it a correct assumption that if passenger traf- 
fic was eliminated on some branches where presently they feel it is 
not profitable, that it would in fact reduce the operating costs of that 
particular branch to some extent? 

Mr. Leieuty. It could result in decreasing the operating costs of 
that branch line to some extent. But there, again, you have to take 
each individual operation on its own merits. 

But our point is this: That in making those determinations, even 
though the passenger traffic doesn’t meet its overhead, its fair share 
of the overhead, if it meets overhead, if it meets a part of that share 
which is going to be retained, which the railroads are going to still 
have to pay, it is better to have $10 million coming in to cover that 
rather than lose that $10 million entirely. 

Senator Purreiy. If the gross income would exceed the net cost 
of rendering that service? 

Mr. Lercury. What is commonly referred to as the out-of-pocket 
expense; yes, sir. 

Senator Purrety. That is correct. There are other items that go 
in there. 

Mr. Leicutry. Of course, there are other items. But when they 
make the out-of-pocket determination there are many items that 
probably don’t represent actual out-of-pocket payments that are in- 
cluded when the so-called out-of-pocket expenses figures are deter- 
mined. 

Senator Purreti. I want to tell you that [ am not at all satisfied 
with the accounting methods, either suggested or presently employed 
by some in determining costs, and the distribution of costs. 

Mr. Leteuty. I am in accord with that, Senator. 

The effect of overhead expenses on the alleged passenger deficit was 
briefly summarized for the National Association of Railroad and 
Utilities Commissioners in a report of its special committee on co- 
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operation with the ICC in the study of the railroad passenger deficit 
problem (report of November 11, 1952) : 

The extent to which the common or apportioned expenses would be elim- 
inated by the elimination of passenger service is a matter of considerable conjec- 
ture. It is generally agreed, however, that not all of the common expenses could 
be eliminated if all passenger service were abandoned. 

Thus, to the extent that the common expenses could not be eliminated by 
discontinuing ail passenger service, they must be considered as a fixed burden, 
and any passenger service revenues remaining after the payment of the expenses 
directly assigned to passenger service may be considered as a contribution to 
this burden and therefore a contribution to the overall earnings of the railroads 
to apply against these common expenses and ultimately toward an adequate 
return on investment. 

I would like to illustrate this, if I may. In 1956, the Pennsylvania 
Railroad—Mr. Symes’ railroad—requested the Ohio Public Service 
Commission for approval to discontinue trains Nos. 20 and 21, and 
66 and 67. Its basis for this request was that these trains did not 
“make their full costs” which, of course, included the full share of 
overhead costs as calculated under the ICC formula. But exhibits 
submitted by the carrier demonstrated that the trains more than met 
their own direct costs and yielded a profit which was available te the 
railroad in helping to meet unavoidable overhead costs. 

I have submitted as exhibits 13 and 14 copies of the two exhibits 
presented by the railroad on the direct costs and revenues of those 
trains. These exhibits show clearly that the railroad in that instance 
was literally throwing away revenues it could have applied to meet 
unavoidable overhead costs. 

I submit this is no way to solve the total railway revenue problem. 
And, it does illustrate the artificial character of the so-called passenger 
deficits the carriers have emphasized in this proceeding. 

If you will just turn to exhibits 13 and 14 for just a moment you 
will see in exhibit 13 the request is to discontinue trains 20 and 21, 
the operating results in Ohio for the year 1955. They have shown 
the expenses, allocated expenses, total direct expenses, pullman car 
loss assumed, dining car deficit, in arriving at the total direct ex- 

enses. These aren’t even out-of-pocket expenses. They are the 
irect allocated expense. They show the revenues. 

You will find their net profit or loss, $30,877 profit on the one train, 
$36,586 on the other, or a total of sixty-seven thousand-odd dollars. 

On the other train—on the next page—66 and 67—these are exhibits 
that were submitted by the Pennsylvania Railroad Co.—they show a 
net profit on 66 of $107,000, or a net profit of $268,000. Yet, they 
wanted to discontinue those trains. 

Senator Lauscre. What explanation did they give for this para- 
doxical position ? 

Mr. Leicury. They said that they could handle this traffic on some 
of their other trains, was their explanation. But the other trains 
operated at different hours and there was no reasonable assumption 
that they would retain that traffic. That is one of the fallacies of 
railroad management. They have the opinion that regardless of how 
they curtail the service, they are still going to retain the same business. 
And that is not a fact. Experience has shown the contrary. 

Senator Lauscue. You say these exhibits to which you have referred 
were submitted by the Pennsylvania Railroad itself; is that correct? 

Mr. Leteury. That is correct. 
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ae Lauscue. Did they admit that they made a profit on these 
runs 

Mr. Leicuty. They admitted that that profit was made, the profit 
was made based on the method that they used in calculating it. This 
doesn’t take care, I might say—there is no tax inclusion in this except 
for payroll taxes. They charge payroll taxes as a part of what they 
paid their train and engine crews. They charged equipment expense 
im making this computation; they charged maintenance-of-way ex- 
pense; they charged their alleged loss in dining-car service; and, of 
course, they have a guarantee in connection with their pullman service. 
Generally they made their guarantee, but I see here they say “pullman 
losses assumed,” and I have no reason to challenge that. I assume that 
is correct. Their own figures show, based on their own exhibits, that 
they made a profit on these four trains. 

Senator Lauscue. Was it their position that by eliminating these 
trains and forcing the prospective passengers to use other trains, that 
their profits would be larger ? 

Mr. Leieury. That’s right. That is correct. 

Senator Purreuu. I didn’t hear the answer or even the question of 
the Senator from Ohio. I was reading a note. 

Was the request for discontinuance, the application for discontinu- 
ance, on the basis that these were unprofitable in fact or unnecessary ? 

Mr. Letcury. Unprofitable? 

Senator Purrety. Unprofitable. 

Mr. Letcuty. They were both unprofitable and unnecessary. 

Senator Purrety. Do these show their direct costs or ad lt you 
say they have used by some formula basis, or are these direct out-of- 
pocket expenses incurred in operating those two trains? 

Mr. Letcuty. Some of those costs are apportioned. You can’t de- 
termine the actual cost of maintenance of equipment. 

Senator Purreit. I agree with that. 

ae Leicuty. You know what your average cost is and you charge 
that. 

Senator Purrett. Where they could have ascertained the direct 
out-of-pocket expenses in the operation of those trains they are in- 
cluded ? 

Mr. Leicuty. Yes, sir. 

Senator Purreiyt. There are other elements of costs which are not 
on the sheet. 

Mr. Letcuty. That’s right. These costs were available and are on 
the sheets. 

Senator Purrer. I bring that out because when you arrive at a 
figure, including all elements of cost, you might arrive at a figure 
different, in the case of train No. 20, or in the case of combined Nos. 
20 and 21, than a profit of $67,000, or a net profit at all. Isn’t that 
correct ? 

Mr. Leieury. If you allocate all of the costs, you might arrive at 
that conclusion; yes. But what we are pointing out is that in these 
instances these trains were contributing that amount to overhead cost 
which would still remain if these trains were discontinued. 

Senator Purrety. I want to get this observation. We are getting 
more information than I think we need to solve the problem. I 
don’t mean by that that we are going to follow your suggestions in 
every detail, oreveninany. I don’t know. 
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But I want to comment now that this is the type of information 
that we need for determining what action, if any, we may take, Mr. 
Chairman, in this field, because a great bit of it previously had been 
along the lines of the type of competition offered to the railroads. 
Now we are getting down to the heart of actually the railroads’ prob- 
lem itself without taking in at this point any way the question of 
competition. 

Senator Smaruers. We have a lot more to go, so you go right 
ahead, Mr. Leighty. 

Mr. Leienry. @ The decline in passenger traffic has not been as 
great as the carriers have suggested, and passenger operations still 
yield very substantial revenues which the carriers need if their over- 
all merge are to continue to be profitable. 

Although passenger riding is lower today than it was in the early 
years when the carriers were comparatively free of competition, the 
drop in traffic is not as severe as is generally supposed. In 1929 pas- 
senger traffic of the class I line haul railways was just over 31 billion 
passenger-miles. In 1956, the latest year for which we have complete 
data, passenger-miles totaled 28 billion. Thus, the decline over this 
period was less than 10 percent. The railroads are still the largest 
carrier of passengers, exclusive of private automobiles. The airlines 
are getting close, but the rails are still ahead of them. 

ype sme. al service revenues have also remained comparatively high 
and significant, even though they have not kept pace with the rise in 
freight revenues. In 1929, total passenger service revenues were 
$1,231,758,000. In 1956 they were $1,177,448,000, down only 5 percent 
from the 1929 level. Exhibit 15 presents the trend of passenger-miles 
and passenger service revenues for the period 1921 through 1956. It 
is clear from this table that both passenger traffic and revenues have 
held up extremely well in recent years in spite of the growth of the 
airlines and bus a and the tremendous growth in use of private 
automobiles. 

Many of the railway spokesmen here have emphasized the losses 
they claim to suffer in passenger operations and have stated their 
intention to eliminate as much of such operations as possible. Elimi- 
nation of some of the passenger service, however, will simply cut out 
a substantial part of these revenues, and will not insure a commensu- 
rate saving in costs, since most fixed costs will not be cut down. 

Such a program will not furnish any real answer to the passenger 
service problems; it will simply deprive the traveling public of es- 
sential transportation services; it will not really benefit the carriers. 
They need the billion dollars they take in every year from their 
passenger operations. 

Senator Lauscnue. May I ask a question at this point? 

Senator Smatuers. Senator Lausche. 

Senator Lauscue. Are you familiar with the fact that practically 
every representative testifying in behalf of the competing modes of 
transportation argued before this committee vigorously that the error 
of the railways was that it is trying to maintain passenger service 
when that mode of transportation is antiquated and rejected by the 
public? 

Mr. Letcury. I am familiar with that testimony. I can’t agree 
with it. 

Senator Lauscnr. May I have your opinion on it? 
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Mr. Leicurty. I don’t agree with it. The airlines, for example, if 
you pick up your Washington Post for the day, you will find probably 
4 or 5 ads from the airlines advertising the various features of their 
service and all of those things, and how rapid their service is and 
what fine ships they have and this, that, and the other. They really 
try to sell their service to the public. 

If you pick up the Washington Post, ordinarily, and you may find 
one railroad ad in there, not always, but sometimes you will find a 
B. & O. ad, and very rarely a Pennsylvania ad. As a matter of fact, 
we don’t think the railroads are trying to do a selling job. 

There have been several articles written recently by people who 
have ridden the trains, eminent authors, who concur with that opinion. 
They say that they just are not trying to sell their service, and that 
by making a reasonable effort along that line they can do so. 

I point out that many of these railroads on their so-called crack 
trains are filling them up practically every day. There is a need for 
the railroad passenger service. 

Senator Lauscue. I did not think, when they testified with the fa- 
cility with which they did, that the problem was as simple of solu- 
tion as was suggested by the witnesses for the waterline carriers, the 
air carriers, the truck carriers, and bus carriers. They just deliber- 
ately said, “Discontinue your passenger service, your Pullman service, 
you baggage service, your dining room service, and you will make 
money.” 

Proceed. 

Senator Purrety. The observation there would be that instead of 
discontinuing trains—and they are wares WINE trains—you feel— 
that they probably ought to try to encourage the public to ride on 
them instead of discouraging the use of them for passenger carriage? 

Mr. Lereuty. That’s right. Some of the railroads in certain sec- 
tions of the country are doing that. They are experimenting with 
their passenger service. They have taken the position that there is a 
future in passenger service. Some of them have spent millions of dol- 
lars within the past years in new passenger equipment. They 
wouldn’t do that unless they felt that there was a future in railroad 
service. But I would say the majority of the railroads just say, 
“Well, it is gone, so what are we going to do about it?” That is a 
position of defeatism, and it has no place in an industry as large or 
as essential to the country as is the railroad industry. 

Seantor Purrett. Of course there is another angle to it. You 
many times, must be realistic in your operations and face facts. I 
don’t know what that fact is yet. We are going to try to determine 
it. 

Do you intend to touch more on the commuter problem ? 

Mr. Leicury. Yes. 

Senator Purrety. In this testimony ? 

Mr. Leicury. Yes. 

Senator Purrety. Good. 

Senator Smaruers. Go right ahead. 

Mr. Leicutry. D. The causes of the decline of passenger traffic 
are to some degree correctable. 

Instead of cutting out essential passenger services, the railways 
should be concentrating on correcting the real causes of their passen- 
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ger service difficulties. The competition of private automobiles and 
of subsidized carriers will not be overcome by deserting the field. 
The railways have other lines of action available. 

They have suggested here some of the things that the Government 
could provide to help them. We of railway ler believe that in some 
situations the railways are not being paid enough to compensate for 
the service they are rendering. For instance, some commuter service 
is being furnished by the railways at a net loss. Usually this service 
is indispensable for the health and well-being of the community and 
cannot be discontinued under any circumstances. In such cases, we 
feel the community should pay the full cost; if it does not choose to 
authorize fares which will meet this full cost, the community should 
furnish some other supplementary payment that will do so. There 
are other situations of this kind that I will discuss in my comments 
on the specific legislative proposals of the carriers. 

But also, I think the railways could do a much better job selling 
their services. Even in passenger service the railways possess some 
very real advantages over other agencies. To begin with, they do not 
use the public highways. They have their own private highways 
which are not being hopelessly jammed by the growth in use of 
thousands of vehicles of all varieties. The user of rail service has 
no city parking problem. Parking has become a major cost item to 
the suburbanite who drives his car from the suburbs into the city. 

There is evidence of a significant awakening to the values of these 
special advantages of rail service over any form of highway trans- 
portation. In Chicago, in building the new Congress Street Express- 
way, the city planners inserted a right-of-way for rail transport in 
a center lane. In Cleveland, during the last few years, an abandoned 
rail line has been reestablished as a rapid transit system to serve 
Cleveland and its suburbs. Results for the latest year, 1957, showed 
that the Cleveland experiment has been successful. While traffic on 
the transit company’s bus lines has generally been declining, traflic 
and revenues on the rail transit lines have increased. The Cleveland 
success resulted from two factors; that is, the natural advantages of 
a fast passenger transit system removed from the public highway, 
and a real selling job by the transit system’s management. 

I have Seno as our exhibit 16 a series of articles from a trade 
magazine of the transit industry discussing the methods used and 
results obtained in the Cleveland rail transit experiment. The re- 
sults of this project clearly demonstrate that the railway passenger 
pennies can have a future where management is determined to 
push it. 

The overcrowding of virtually all major passenger trains when 
planes are grounded because of weather is eloquent testimony of the 
superior reliability of rail transportation over air transportation. 
This advantage, if properly utilized in a sales promotion effort, com- 
bined with other efforts to accommodate the convenience and com- 
fort of passengers under normal conditions could recover a substantial 
share of the traffic that has been lost to the airlines as well. 

The railroad managements not only have failed to go after more 
—— business, they have been deliberately turning passenger 

usiness away. They have actually done things which have destroyed 
profitable business they have enjoyed in the past. Let me cite a few 
illustrations. 
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Until recently the New Haven Railroad operated train 176 between 
Boston and New York City. ‘Thistrain had always been well patron- 
ized, frequently carrying more than 1,000 passengers. There was no 
justification or reason whatever for discontinuing the operation of 
this train. Nevertheless, it was discontinued. 

The Pennsylvania Railroad’s heaviest density zone has been be- 
tween New York, Philadelphia, Baltimore and Washington, and from 
New York and Philadelphia west to Harrisburg. In recent months, 
however, it has been making wholesale cuts in service of these well- 
patronized lines. Between New York and Washington it has cut 
seven trains going in both directions. It is operating 11 fewer trains 
between New York and points west of Harrisburg; and it has dis- 
continued six trains operating between New York and Philadelphia. 

Senator Smaruers. Mr. Leighty, when you say these trains were 
so heavily patronized, do we gre any statistics showing actually 
how heavily patronized they are? Does anybody keep any statistics? 

Mr. Letenty. On individual trains? 

Senator Smaruers. Yes. 

Mr. Letcuty. Those statistics are not available, but our people on 
that line, that particular train that I referred to, traveled the train 
on numerous occasions, and their report to us is that they never rode 
it a day on which it was never extremely well patronized. Hundreds 
of ee on it every day. 

Senator Smaruers. The point I make is this: The railroad com- 
panies obviously are selling tickets and know about how many pas- 
sengers ride that particular train. 

Mr. Letcuty. Here was a place where they didn’t have to have 
authority from anyone to discontinue a train, and they took the train 
off and that was it. 

Senator Purreitn. That is intrastate? Which one are you refer- 
ring to? 

Mr. Lereuty. 178, between Boston and New York City. 

Senator Purrer.. 176? 

Mr. Lerenty. 176; that’s right. The Massachusetts commission 
said, for example, that they had no authority to have a hearing be- 
cause it was an interstate train and the laws of two of the other 
States were sufficiently indefinite that nothing was done, and they 
took it off without any authority from anybody. 

Senator Smatuers. They say they don’t have any passengers rid- 
ing that train. You say that they do. Iam trying to figure how do 
we really know. Do you have any figures? 

Mr. Lerenry. Statistics 

Senator SmatTuers. You have statistics on these others. Do you 
have any on these? 

Mr. Letcuty. Those are individual statistics that are hard to ob- 
tain. But if you will compare the total passenger-miles in 1929 with 
1956, for example, and then consider the fact that there are at least 
50 percent less passenger-train miles in 1956 than there were in 1929, 
you can arrive at some pretty accurate conclusions. 

Senator Purretn, On the discontinuance of these trains that you 
speak of between New York-Philadelphia-Baltimore and Washing- 
ton, petition for discontinuance had to be filed; did it not? 

Mr. Letcnty. Are you referring to the Pennsylvania or B. & O.? 
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Senator Purrerz. The Pennsylvania Railroad, the ones that you 
refer to on page 24 of your statement, at the bottom of page 24. 

Mr. Letenty. As I understand it, though, there were no hearings 
held in connection with those trains. That is my understanding. 

Senator Purre.y. It was an arbitrary action on the part of the 
railroads ¢ 

Mr. Leienry. Yes. 

Senator Purreti. Without authorization from any agency of either 
the State or Federal Government ? 

Mr. Leicury. That is my understanding. 

Senator Smaruers. I didn’t think that they could do that. I 
thought they had to get permission of the State regulatory agencies. 

Mr. Leienty. There are certain States where if you still have 
some passenger trains left, you don’t have to get permission to take 
off any particular passenger trains. For example, the New Haven 
discontinued a number of trains that they didn’t have to get authority 
from anybody to discontinue. In some States you have to get per- 
mission on every train. In other States you can discontinue a num- 
ber of trains without getting permission from anybody. 

Senator Smaruers. I read in the newspaper where the Pennsyl- 
vania Railroad had asked to discontinue, I think, some very large 
number of trains operating between New York and Washington, and 
that the various State commissions had not given them authority so 
to do, and that they were still continuing to run them. 

Mr. Leienry. It varies. Some of these State commissions make 
rulings of their interpretation of their authority with which we do 
not agree, but after all they interpret it. I would say that many of 
the passenger trains that have been discontinued in the past year have 
been discontinued without securing authority from anybody, because 
it wasn’t necessary. 

The B. & O. for example, have had to hold hearings because they 
are abandoning all of their service, or asking to abandon all of their 
passenger service between Baltimore and New York. Under circum- 
stances of that kind, where they are abandoning all of it, they have 
to get permission. 

Senator Smarners. On these trains that you refer to at the bot- 
tom of page 24 of your statement, you actually do not have any statis- 
tics as to how many people traveled on them / 

Mr. Leicury. No; not on those individual trains. It is just a gen- 
eral knowledge of the volume of passenger business between here and 
New York City, and these other points. 

Senator Purrett. I want to make one observation. Then why 
do you feel, if they are in fact showing a profit, or will contribute to 
a greater profit, why would the railroads wish to discontinue them ¢ 
What would their reasons be ? 

Mr. Leicuty. That is something that has always been a puzzle to 
me, Senator. I know operation after operation that they have sought 
to discontinue and have discontinued, on which they were actually 
making a profit. And that has been one of the things that I have 
never been able to understand—why they do it. 

Senator Purreiy. It would appear to me that they must at least 
feel that they have a reason, because they wouldn’t just arbitrarily 
decide they don’t like train 11 to discontinue train 11. 
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Mr. Leicutry. There are various kinds of passenger-train service, 
as you know. If your discussion is limited just to these trains where 
they have more than one train running, my guess would be that the 
railroad company would say, “We can discontinue this train and 
the other trains will take up those passengers,” which has proven 
wrong time and time again. They will keep a certain proportion of 
them, but many passengers are lost. They will say, “Our total pas- 
senger service Sede here and New York has been reduced 10 per- 
cent and we will reduce our trains 10 percent.” You get into a 
vicious circle, and instead of making a study that is an actual study, 
and upon which to make a firm decision, it is not being done in my 
opinion—and I speak from a wealth of experience, and I am going 
to get to the question of branch-line abandonments a little later on. 

I want to tell you 1 or 2 personal experiences I have had there. 

Senator Purrety. I am not thinking of branch-line abandonment, 
but abandonment of what appear to be profitable runs between two 
metropolis areas. The assumption that they might divert passengers 
from train 11 leaving at 10 o’clock to one leaving at 12 o’clock and 
have a train full or a sufficient number to make train 12, say a more 
profitable run, they might think of that. 

Mr. Leicury. That is true. And if there is a decrease of 10 per- 
cent, as I mentioned, they will take off 10 percent more service, and 
it is a vicious circle that goes through the entire industry. 

Senator SmatuHers. Let me ask you a question there. You said a 
moment ago that there had been a 50-percent decrease in the number 
of passenger-train miles since 1929. Overall you said earlier that 
there had been this continued steady return of income which had held 
up very well. 

Mr. Leieuty. That is right. 

Senator Smaruers. Could we relate those two together, and say 
that the continued reduction of the number of trains and the use of 
passenger-train miles had enabled the railroads to keep up the return 
on their investment? If they continued to contract their passenger 
service, what they claim is an unprofitable passenger operation, then 
they will be able to continue to hold up their revenue at the level which 
you have stated ? 

Mr. Letcury. I would say that originally in 1929 there undoubtedly 
were probably trains operating on which they were having a definite 
loss. And some of the passenger train abandonments in the past have 
undoubtedly been justified. I would say a lot have not been justified. 

You asked a question about the passenger-train miles, which have 
only decreased 5 percent. That is due in part to the longer haul pas- 
sengers that they have been carrying, and it is also due in part—you 
asked about the increase in the revenues—you will recall that in 1929 
we only had first-class fares on the railroads, and we didn’t have any 
of the so-called coach fares. If you will look at this exhibit it shows 
the rate per mile for passenger service. 

In 1929, because they had no coach fares at that time, it was almost 
identical with the rate per ton-mile at this time. 

Senator Smaruers. I don’t want to get you off. You will come to 
that undoubtedly in a minute. 

Senator Lauscue. That is exhibit 15, I think; revenne passenger- 
miles, 
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Mr. Leicuty. That is the one. Revenue passenger-miles is shown 
on that exhibit, 1929 compared with 1956. 

On exhibit 7 revenue per passenger-mile is shown. You will note 
that in 1929 your revenue per passenger-mile was 2.808. That was be- 
cause at that time you paid for first-class transportation on the rail- 
roads. Then the coach fares came in, and in 1957 the passenger rate 
again is 2.835. 

Senator Smatuers. Didn’t you say there were 50 percent less pas- 
senger-miles—— 

r. Leienty. Yes. 

Senator SmaTuers (continuing). Today than in 1929? 

Mr. Lereury. In 1929 there were 565 million passenger-train miles. 
You asked why they were able to make that reduction and run fewer 
trains. The most important reason for that is that in 1929 the pas- 
senger train was made up of from 8 to 12 cars. Today your passenger 
trains may be made up with as high as 25 or 26 cars. If you get your 

assenger-car miles, rather than train-miles, that picture shows a 
Fittle different situation. What we were primarily interested in here, 
I thought, was the passenger trains in operation and the frequency and 
necessity of the service. 

Senator Smatuers. Allright,sir. You go ahead. 

Mr. Leicuty. The Pennsylvania has also deliberately refused to 
provide service for special events which would have yielded capacity 
passenger operations. For example, it would have been possible for 
the Pennsylvania to have provided special train service for the Army- 
Navy football game last year, taking passengers from New York, or 
from Baltimore and Washington, directly to the rail yard terminal at 
Philadelphia Memorial Stadium. Representatives of some of the 
brotherhoods specifically proposed that such service be provided, but 
the railroad declined to do so. 

Approximately 100,000 people attended the Army-Navy game, creat- 
ing almost unbelievable congestion in the Philadelphia 30th Street 
Terminal. Thousands of these people found themselves unable to get 
any type of transportation out of Philadelphia for many hours that 
night. This Army-Navy game could have brought thousands of dol- 
lars of passenger revenue to the Pennsylvania Railroad. Instead, the 
carrier has deliberately chosen to create great public inconvenience 
and has increased dissatisfaction with Pennsylvania Railroad services 
and generally added to the bad reputation of the railroads as passenger 
carriers. 

Senator Purreit. May I ask a question ? 

Senator Smaruers. Senator Purtell. 

Senator Purrett. When some representatives of some of the 
brotherhoods specifically proposed that such services be provided, and 
they declined to do so, did they give a reason for declining ? 

Mr. Leienty. The representatives of the train service employees 
proposed to the railroad that these trains be operated, and originally 
they said that they would give it consideration, and then later they 
said that they decided that they wouldn’t operate them, and generally— 
I shouldn’t say generally, but in many instances, they give no reason 
for the action they take. 

Senator Purreti. Did they give a reason in this particular case ? 

Mr. Letcnry. I have to refer to my records here. 
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Mr. Allen, whom they conferred with, advised us that they had no 
plans to do so, and that it would prove an excessive expense and incon- 
venience to the company and that their information was that the game 
would not be attended by the maximum number of people. We told 
them of our disagreement and we feared a number of people would 
suffer inconvenience and hardship, associated with the movement if the 
passengers were taken only to the 30th Street Station in Philadelphia, 
and no plans to transport the people to make the game from the 30th 
Street Station, and passengers would have to make their way as best 
they could. Norapid transit. 

Mr. Allen revealed to us at that time that because of the New York 
Central Railroad’s attitude for the handling of rail movement from 
West Point, that approximately 2,700 cadets were going on 61 buses 
from New York to Philadelphia, and they did not go by rail. 

We specifically pointed out that it would be in the interest of 
economy for the railroad to open the stadium for this rail movement. 
They have a track, as you know, right to the stadium. And that any 
expense inherent to the opening of the stadium for the Army-Navy 
game would be shared by both teams. We were told that he was 
of the opinion that he could not do so and that his office did not 
possess such authority. er discussed it with the passenger repre- 
sentative who said he didn’t have the necessary authority. Whether 
he took it up with his higher-ups or not I don’t know. 

In dealing with railroad managements our local people don’t get 
to high levels. They are brushed off at a lower echelon. 

Senator Smaruers. Go ahead, Mr. Leighty. 

Mr. Leicury. Sometimes the railroads discourage passenger serv- 
ice and other revenue service deliberately in order to strengthen their 
justification that service be discontinued. Postmaster General Sum- 
merfield pointed out on page 2 of his letter to this committee, dated 
January 17, 1958: 


* * * When railroads apply to State regulatory commissions for permission 
to abandon lines, the Department never objects even though abandonment would 
adversely affect the postal service. Indeed, railroads frequently request the 
Department to remove mail in advance of petitions for abandonment in order 
that the unprofitability of the remaining service can be more easily demonstrated, 
and in such cases it is the policy of the Department todo so * * *. 


Here I might get back to branch-line service and say that head-end 
traffic on branch-line services is usually supposed to take care of 80 
percent of the cost of operating that service, and, of course, the mail 
is about from 50 to 60 percent of that 80 percent. You can see what 
happens when that mail revenue is taken off of a branch line or a 
branch line passenger train. 

Mr. Summerfield also commented on the tremendous reduction in 
service the railroad carriers have made: 


Several witnesses, such as President Murphy, of the Burlington Lines, have 
suggested that the Post Office Department could be helpful if it would restore 
more mail to the railroads. One of the chief causes of the reduction in mail 
on railroads in recent years has been the abandonment of lines by the roads. 
Thirty years ago there were more than 10,000 usable passenger trains available 
for the transportation of mail. Today there are fewer than 3,000. President 
Symes, of the Pennsylvania, filed an exhibit with this committee showing that 
the annual passenger-train miles on the Pennsylvania have declined from 59 
million in 1929 to less than 29 million in 1956. As a result of this deterioration 
in railroad service, railroads are today serving less than one-third of the 37,409 
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post offices in the country. The Department has long since been required to make 
alternative arrangements for the transportation of mail to and from the re- 
mainder by another segment of the transportation industry. Suggestions that 
mail be restored to the railroads lack merit as long as the trains which formerly 
carried them are no longer in existence and the branch lines on which they 
traveled have been abandoned. 

That is only partially right because the Post Office Department 
today handles a tremendous volume of mail by truck between Chicago 
and St. Louis, and there are at least 8 or 10 passenger trains on which 
they can handle mail, and there is a great deal to the contention that 
more of the mail service should be restored to the railroads. That 
could be done by the Post Office Department. 

In addition to discontinuing thousands of trains, the railroads have 
closed many of their stations. In 1921 there were about 32,000 station 
agents in the United States. By 1956 that number had been reduced 
to 19,000. This reflects directly the extent to which railroad service 
has been discontinued. It should be remembered that the closing 
of an agency results in the loss of freight traffic as well as passenger 
traffic. In other words, in these communities they lose their last con- 
tact with the public when they close these stations, and they deprive 
themselves of salesmen for their services. 

In concluding my statement on the railway passenger situation, 
I wish again to remind the members of this committee that the rail- 
ways are common carriers and should be required to function as such. 
They should not be allowed to use an artificial bookkeeping deficit to 
mislead public authorities into authorizing abandonment of essential 
facilities which are contributing significantly to the railways’ own 
revenues. Where the railways are in fact providing essential services 
to metropolitan communities and the government at an actual loss, we 
agree that the communities and the government should pay the full 
costs of such services. But where this is not true—where passenger 
losses are arising simply because the carriers are not trying to hold 
traffic in every way possible—we think the railways should be told to 
stop whining and to start pushing and selling. The railway passenger 
yg is not dead, and it won’t be unless the railways heingeiven 

ill it. 

Senator Lauscue. May I ask a question ? 

Senator Smatuers. Senator Lausche. 

Senator Lauscue. You do understand that according to the records 
of the Interstate Commerce Commission, the railroads are losing 
approximately $700 million a year on passenger service. Is that 
correct ? 

Mr. Letenty. According to the formula that is used in the reports 
of the railroad companies, that is what it shows; yes. 

Senator Lauscue. Mr. Freas testified : 

The true deficit from railroad passenger service is in dispute. We believe 
it to be in the neighborhood of $700 million per annum. Whatever it is, it 
accounts in large measure for the present level of railroad freight years. 

That appeared on page 14 of his testimony. 

I am correct in this, and so Mr. Freas testified, that on March 15, 
1956, the Commission instituted on its own motion an investigation 
into and concerning the deficit from passenger train and allied services. 
It is a fact that that investigation is now in progress, isn’t it? 

Mr. Letcury. That is correct. 

Senator Lauscue. Are the brotherhoods participating in it ? 
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Mr..LxicHry. We were present when the original investigation was 
proposed, but we did not continue our participation because of vari- 
ous things that were proposed, with which we could not agree. We 
did nate wish to feel ourselves bound by what the investigation 

isc] 


Senator Lauscue. Would you be able to identify those items briefly 
on which you could not agree? 

Mr. Leicuty. I would have to check into the record on them. They 
were quite substantial, Senator. I couldn’t give them to you off the 
cuff. 

Senator Lauscue. For the purpose of the record, Mr. Freas fur- 
ther testified that: “The next hearing is scheduled for April 15” on 
this matter of the true facts concerning passenger service. 

Mr. Leicury. Let me make a comment that I think is appropriate 
here, and that is that in continuing that investigation they don’t know 
themselves just what they should do to make these determinations. 
They seemed to be in a fog. 

Let me say this, with respect to Mr. Freas, who is now Chairman of 
the Commission: I think that his experience with railroad operations 
has been very limited and his testimony is based merely on the formula 
that the ICC has prepared, and he hasn’t had any opportunity to 
check into it and see just what is involved. That is my personal re- 
action as one who has devoted 40 years to the railroad industry. 

Senator Purret.. I have a question. 

Senator SmarueErs. Senator Purtell. 

Senator Purreit. This is a very important thing, the question of 
accounting in determination of costs and determination of what, if 
anything, should be done. Do the brotherhoods, or does your organi- 
zation, have a proposal to make to us for our study as to how this cost 
accounting should be done? 

Mr. Leigury. If an investigation is going to be made into it, we 
could prepare a proposal for your committee. 

Senator Purrett. The ICC is presently engaged in it. 

Mr. Leicury. The only thing that I am suggesting, Senator, is if an 
exhaustive investigation is going to be made into the accounting, we 
of course would be prepared to offer our views on that issue to the 
committtee for what it would be worth. That is why I have said that 
Me yaoi prepare something along the lines that we feel would be 

elpful. 

Senator Purrett. Mr. Chairman, I feel that this whole matter of 
cost determination is an extremely important one since it is used as 
a basis for requests for discontinuance and for other purposes. Any 
pop that we might have from any source that would be in a position to 
be helpful I would, Mr. Chairman, feel that you would want to wel- 
come; is that correct ? 

Senator Smatuers. Let me just say this: The answer to your ques- 
tion is “Yes.” I think that our job is to try to reconcile all of these 
various conflicting statements given to us by representatives of not 
only railway labor but the management on the one hand, the airlines 
on the other, the water carriers on the other, and so on. 

_ There is obviously much disagreement among all these representa- 
tives as to just what is the accurate method of determining the costs 
of these railroads with respect to everything that they do. 
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- The Interstate Commerce Commission has one system. Obviously 
it is open to some criticism. But until somebody offers us some con- 
structive reasons why that particular system is wrong, then we u 
here as public servants trying to reconcile all these differences, an 
trying to find out where we should go and what we should do and 
what we should recommend, have to naturally lean rather heavily on 
the Interstate Commerce Commission’s recommendations and their 
system. We would welcome from you people, as we would welcome 
from anybody else, the points where you think their system goes off. 

We have jurisdiction over the ICC. It is possible we could recom- 
mend to them that they change their system. So we would like to 
have from you gentlemen, as we would like to have from these others, 
vestpennndetions as to how the ICC should themselves run their own 
bookkeeping system with respect to the railroads so that we might 
get what everyone would agree, we would hope a would agree, 
would be a more accurate picture of what this problem is all about. 

Mr. Leteuty. I think from a cost accounting standpoint, where 
there is no question about the services, or something of that kind, 
for strictly cost accounting services, I think their method is probably 
all right. But when you come to the discontinuance of a passenger 
train and try to determine whether or not it is being operated at a 
loss or a profit, then you run into an entirely different situation and 
there is one thing that you have always got to consider in any train 
abandonment, and that is its effect upon public convenience and 
necessity. That is primary. 

You can argue that they don’t patronize it enough and that is evi- 
dence that it isn’t needed as a public convenience and necessity. I 
have argued otherwise and been able to convince various groups that 
it did have a very important bearing. You should measure on one 
hand the public convenince and necessity against the cost to the rail- 
road. That is what is done by some States in making their determi- 
nations. So all of those factors must be taken into account. 

I do think that it would be very proper to use two different methods 
of accounting in trying to arrive at the cost of passenger service, and 
use them for two different purposes. But suppose we prepare some- 
thing on that line and give it to your committee? 

Senator Smaturr. We would be happy to receive it. 

Senator Purrrui. I think if we have a proper cost accounting be- 
tween oor er and freight; then of course it is up to the Commission 
or the body charged with that to give proper weight to public neces- 
sity and convenience. Do yousee what mean ? 

Mr. Lereuty. Yes, sir. 

Senator Purrett. I think we have to have an understanding of what 
constitutes cost in distribution. 

Mr. Lercuty. You can recognize the magnitude of the problem. 
For example, in maintenance, does a hundred ton-miles of a train 
operating at 60 miles an hour do more damage to the track than one 
operating at 40 miles an hour? The size of the engine that you run 
over those tracks, the speed with which you run your passenger trains, 
all of those, and the length of your trains, all of those factors have 
to be taken into consideration. 

And frankly, there are so many variables that it is a difficult prob- 
lem. That is why the ICC have been fooling around with it for 
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2 years and haven’t come up with anything yet. Their next hearing 
is scheduled for April 15, I think you said, Senator Lausche. 

Senator Lauscue. That is right. 

Senator Smaruers. Then you recognize, too, that it is a difficult 
problem, as you have said it is, and you sympathize with the ICC in 
trying to arrive at what is the proper procedure or the proper method 
of trying to determine how the costs should be allocated. 

Mr. Lerauty. We appreciate the problems that are involved. There 
is no doubt about that, there are many. ; 

caer Smatuers. We appreciate them more and more, I can tell 
you that. 

Mr. Letcuty. I think after having spent 40 years in the industry, 

ntlemen, I certainly know that the older I get the more problems 

encounter. 

Senator Smaruers. All right, sir. Go ahead. 

Mr. Lerauty. ITI. The unemployment problem of railway workers: 
Railway workers have suffered from substantial unemployment dur- 
ing the postwar years. Thus, in spite of the great railway prosperity 
and unusually stable net earnings, the carriers have not rovided 
employment stability. Railway workers have been effected by two 
basic conditions: first, long-term factors have reduced the total num- 
ber of jobs in the industry ; second, month to month employment levels 
have fluctuated in response to a number of seasonal and economic 
influences. I shall discuss these two types of unemployment briefly. 
Additional comments on the causes of some of these problems will be 
meee by my associate chief executives, Messrs. Gilbert, Caroll, and 

Ox. 

A. Long-term factors affecting railroad employment: Total em- 
ployment on American railways has dropped sharply through the 
years. In 1920, the railways employed, on the average, over 2 million 
workers; by 1929 employment had dropped to 1,660,000. At the bot- 
tom of the depression, in 1933, there were not quite a million employees 
in the industry. Even during the Second World War—when traffic 
levels reached an all-time peak—employment increased only modestly, 
reaching just over 1,400,000 in 1945. Since the end of the war, there 
has been a continuous decline in the number of railroad jobs. 

In 1957, the annual average employment in the industry dropped 
below a million again—to 984,784—just slightly above the lowest 
depths reached during the depression. The latest preliminary figures 
show that the decline in employment is continuing. In February 
1958, railway employment dropped to 861,928—the lowest level of the 
20th century. 

This long-run decline in employment has not been caused by declin- 
ing traffic. Railway traffic in 1957 was well above that of any pre- 
World War II year. An understanding of the postwar employment 
decline can be gained by a simple comparison of the relationship of 
employment during 3 years which had approximately the same traffic 
volume—1948, 1951, and 1956. 

In 1948 there were 1,327,000 employees; in 1951, 1,276,000, and in 
1956 just a little over 1 million. With the same volume of traffic the 
carriers employed about 30 percent fewer workers in 1956 than in 
1948. It should be remembered, also, that between 1948 and 1956 
there was a reduction in the basic workweek of most employees from 48 
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to 40 hours. Taken together these figures mean that reduced employ- 
ment on the railways has been accompanied by greatly increased output 
per employee and per man-hour. 

Senator Purrert. May I inquire, Mr. Chairman? 

Senator Smaruers. Yes. 

Senator Purrety. There is a difference, of course, between employ- 
ment and number employed. The reason I point it out is because you 
have technological factors which will have something to do with the 
reduction in the number required. 

Mr. Letauty. Definitely. 

Senator Purter.. I know you have given weight to that. _But you 
have attrition and people dying or leaving the railroads, which might 
account, if they didn’t need them, for the reduction in employment. 
Now I would like to ask this question: How is this present situation 
of reduced numbers of employees affecting—how far : sh in seniority 
is it affecting the various branches? Is it affecting a fellow with 10 
years’ seniority in employment at the present time, or 5 years? 

Mr. Letcuty. There are railroad employees with over 30 years 
seniority walking the streets today, unemployed. 

Senator Purrety. With over 30 years? 

Mr. Leieuty. Over 30 years. 

Senator Purreit. In what branch ? 

Mr. Letenty. Mr. Gilbert and Mr. Carroll and Mr. Fox will tell 
you more about that in their presentation, because they go into that 
in more detail. 

Senator Purteti. That is complete unemployment ? 

Mr. Letcuty. That is complete unemployment. 

Senator Purretn. With 30 years’ service ? 

Mr. Letenty. Thirty years. And they will tell you some of the 
reasons for it, and some of it should be correctable by the railroads 
themselves. 

Senator Smatuers. A minute ago didn’t you tell me there was 50 
percent less traffic in 1956 than there was in 1929 with respect to 
passengers ? 

Mr. Letouty. Passenger train-miles. 

Senator Smatuers. Passenger train-miles ? 

' Mr. Letenty. Yes. 

Senator Smatuers. When you say that the railway traffic in 1957 
is well above that of pre-World War years, then it has been made up 
by freight ? 

Mr: Leieuty. No. Because in spite of the 50-percent reduction in 
the passenger-train miles you still have only a reduction of 5 percent 
in the total passenger-miles of service that you delivered. 

Senator Smatuers. I see. 

Mr. Letenty. There is no comparison between those particular 
figures at all, Senator. 

Senator Smatuers. All right. 

Mr. Letcuty. The drop in employment over the years is thus due 
to technological factors. As railway technology advanced, railway 
workers have become more productive and have continued year after 
year to produce more units of transportation than ever before. While 
this effect has contributed much to the health of the industry and has 
stabilized net earnings of the carriers, it has produced unemployment 
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and hardships for the individual railway workers. At the latest 
report—issued by the Railroad Retirement Board on March 18— 
158,100 railway workers were drawing unemployment-insurance 
benefits. 

Senator Purreti. Out of a total of 108,000? 

Mr. Letenty. On the railroads I would say that your work force, 
part-time workers and all, would normally be today—in normal 
times—about 1,200,000. Your employment should take care of a little 
over a million of that number, and the balance of our people are there 
to perform extra work, to take care of the service when a man lays 
off and to take care of your fluctuations in traffic. That is approx- 
imate. Out of that a million should be regularly employed. And 
there are extra groups that can’t qualify for unemployment insur- 
ance, and there are 158,000 drawing unemployment insurance bene- 
fits at this time. O* 

Senator Purreiy. Did you say “drawing” ?’—that would not include 
the number that might have exhausted their unemployment? 

Mr. Leieuty. There have been many thousands who have exhausted 
their benefits. 

Senator Purrerzt. Have you any approximate figure on what that 
might be? 

Mr. Leicuty. We did have the figures. 

Senator Purretn. A round figure? 

Mr. Letcuty. I would say that the total number that have ex- 
hausted their benefits varies greatly. For example, you lose—after 
you have been off for a while you lose your entire employment rela- 
tionship. If you would say how many in the past 12 months I would 
say that the number is between 30,000 and 40,000 that have exhausted 
their benefits. 

Senator Purretu. And they would still be on the board; still rec- 
ognized as employees? 

Mr. Leicuty. They would still hold their seniority in most instances. 

Senator Purreiy. So you would say that would approximate 170,000 
of those who are presently considered employees, not working? 

Mr. Leieuty. More than that. Closer to 190,000; there is about, 
I would say, between 30,000 and 40,000 that have exhausted their 
benefits. 

Senator Purrett. Between 30,000 and 40,000 ? 

Mr. Letenty. Yes. Exhaustions in the year 1956-57 was 29,800 
according to a report just handed me. So I didn’t miss it by much 
when I said thirty to forty thousand. I was probably overestimating 
a little, but not much. 

This is twice as many as those reported for the same month last 

ear. 
‘ Senator Purretu. Of that 158,000, since you do have seasonal peaks, 
can you give me a normal figure for this time? This report was 
issued on March 18. What did it cover; this 158,000? 

Mr. Leicury. It covered those who at that time were drawing 
unemployment insurance. 

Senator Purrett. On March 18? 

Mr. Leicuty. Yes. 

Senator Purretu. Usually it takes time to accumulate these figures. 

Mr. Lercuty. They were—— 
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Senator Purre. Let’s say March 1 or 15. What I am trying to 
find out, is there a seasonal lag of employment in March or February ? 
Mr. Lzreury. Usually employment begins to pick up in March. 

aa Pourrsiy. Does it drop substantially in January or Feb- 
ruary 

Mr. Lzteuty. Yes. On page 18—— 

Senator Purrett. What I am trying to do is find out how many 
of those 158,000 might in fact be unemployed even under good times 
because of the seasonal nature of their work. 

Mr. Leicuty. Senator, if you will turn to exhibit 18, we show the 
employment by months. In the year 1952, for example, you will 
note that in that year, July was the low month of employment. That 
was due to the steel strike in that year. In 1953, when you check over 
those figures, you will find that December is again the lowest month, 
although it was more than March 1954. But again March 1954 is not 
comparable because you will recall in that year we had this inven- 
tory recession, or whatever you want to call it. In that year, however, 
even though business did pick up in the latter part of the year and 
the railroads ended the year in very good shape, the total number of 
their employees was 1,029,000 in December, which was slightly lower 
than it was in March, and lower than it was in February, which ordi- 
narily is one of the lower months. 

In 1955, you will find that the first 3 months of the year are the com- 
paratively low months and the high point was reached in August. 

Senator Purrett. We could assume that some of that 158,000 is 
attributable to seasonal unemployment ? 

Mr. Leienty. I think the best measure of that, however, is that it 
is double what it was a year ago. I think that tells a whole lot of 
the story. It is double. 

B. Seasonal factors affecting railway employment: Railway 
workers have also been subject to sharp fluctuations in employment 
from month to month as a result of seasonal factors and irregular 
economic variations. In 1957, employment dipped as low as 918,869 
jobs in December, after reaching 1,010,110 in June—a variation of 
nearly 100,000 jobs. Exhibit 18 shows total railway employment 
by months during recent years. 

Seasonal factors, such as weather conditions and terrific variations, 
cause some of the fluctuations in employment. In some parts of the 
country, outdoor work must be cut down to a degree in very severe 
winter weather. Operating workers are subject to some variations 
in employment opportunities as seasonal influences increase or de- 
crease traffic and operations. However, normally these factors taken 
alone do not and should not cause wide variations in employment 
through the year. 

In recent years, the carriers have undertaken, deliberately, employ- 
ment policies which have accentuated the hardships of seasonal em- 
pores for many classes, particularly in maintenance departments. 

r. Carroll and Mr. Fox will describe these unfair and uneconomic 
practices in some detail. I will just say that they cause a great deal 
of unnecessary unemployment and hardship for many railway 
workers. 

These variations in employment—both seasonal and long-term— 
have heavily cut down our unemployment insurance reserves, and 
have necessitated increases in the rates the carriers must pay to keep 
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the unemployment insurance system in operation. The number of 
employees on such benefits in recent years has increased sharply over 
the levels of the past. Exhibit 19 shows the number of unemploy- 
ment insurance beneficiaries by years over the last decade. . 

Mr. Loomis and other railroad carrier spokesmen have complained 
strongly about the cost of the Railroad Retirement Act and Railroad 
Unemployment Insurance Act taxes. Mr. Loomis said: 

Constant attempts are being made to increase benefits under the Railroad 
Retirement and Unemployment Insurance Acts. The railroads are now paying 
higher taxes for both these benefits than any of their competitors and benefits 
are higher. The railroads need a breathing spell on increased cost and passage 
of legislation that increases costs can only aggravate the railroad situation. 

This is not a fair statement. The costs of railroad social insur- 
ance are not excessive and do not provide benefits that are better 
than those provided for workers in other industries. 

1 would like first to discuss the railroad retirement program and 
its relationship to the retirement income programs in other indus- 
tries. A critical examination of railroad pension costs was made in 
1956 by Mr. Robert J. Myers, Chief Actuary, Department of Health, 
Education and Welfare, Social Security Administration. Mr. Myers 
found that railroad retirement benefits were not more liberal than 
those provided in other industries, since most other major industries 

rovide substantial supplementary pension plans to their employees, 
in addition to social security benefits. Mr. Myers made the follow- 
ing comparison between the cost of railroad retirement to employers 
and the full cost. borne by employers in outside industry: 


In many large companies the employer cost of retirement benefits including 
OASI—— 


Senator Lauscne. What does OASI stand for ? 

Mr. Leiaury. Old Age and Survivors Insurance. [Continuing:] 
is now running as high as from 7 to 9 percent of total payroll. The railroads 
now are paying 6% percent of covered payroll (up to $3850 a month), which 
represents about 5.7 percent of total payroll. To this latter figure should be 
added the current $25 million annual cost of the railroads which have supple- 
mentary pension plans (primarily to provide retirement benefits on earnings 
in excess of the maximum covered wage under both OASI and railroad retire- 
ment) ; this brings the total cost to railroads for retirement benefits up to 6.1 per- 
cent of total payroll. Thus, the railroad industry actually has a lower cost rela- 
tive to payroll for retirement benefits for its employees than many other large 
industries * * * 

I would say that here, in connection with these supplementary pen- 
sion plans of the railroad companies, a study is being made at this 
time which is not complete, but based on the information now avail- 
able the group that is in the supervisory and executive branch receive 
approximately 50 percent of the amounts paid under those supple- 
mentary pension plans. 

The carriers stressed 

Senator Lauscure. Who is making that study ? 

Mr. Leicutry. The Senate committee that has before it the pro- 
posal of both the carriers and the organizations with respect to 
railroad retirement and unemployment insurance, 

Senator Purtreti. The Subcommittee of Labor and Public Welfare. 

Mr. Leiauty. Yes, sir. 

The carriers stressed particularly the notion that the railroads 
pay higher pension costs than their competitors. 
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Senator Lauscue. My recollection is that, adding things up, some 
of their witnesses testified that their burden is about 12 percent. I 
am quite certain 

Mr. Leienty. The railroads pay 614 and the employees pay 614, 
and the total pension cost is 214 percent. 

Senator Lauscue. But taking that 6% and other benefits which 
are provided, they came u with the figure of about 12 percent. 

Are there any other benefits that are provided by law ? 

Mr. Lereuty. No. They may have included the health and wel- 
fare benefits provided by collective bargaining for the nonoperating 
groups, which amounts we received in lieu of wage increases. They 
were in lieu of wage increases, and that is definitely shown in the 
settlements that they made with other groups of employees, because 
other groups received wage increases comparable in cents per hour 
with the cost of our health and welfare program. 

Senator Lavuscre. I recall one witness testified about a burden 
which they have to carry in paying confinement costs previous to 
confinement and after, of women that are about to have children. 

Mr. Lercuty. That is under the unemployment insurance program, 
and for several years following 1947 the total cost of the unemploy- 
ment insurance program, including these items that you hear, that 
are ballooned up apparently to mean a whole lot when in dollars 
and cents the amount involved is insignificant, the total cost of un- 
employment insurance to the railroads—that is, the taxes paid—was 
one-half of 1 percent for a number of years. 

The railroad member of the Railroad Retirement Board himself 
said that the employment practices of the railroads was costing the 
funds $100 million a year. What do I mean by that? Going out 
and hiring new employees, instead of returning to service their fur- 
loughed employees and instead of trying to do something to employ 
a 08 who are experienced railroad men and unemployed. 

at situation has been improved to a considerable degree but it 
is still there. But that hundred-million-dollar figure is the figure 
of the railroad’s own representative on the Retirement Board. 

Senator Lauscue. at I would like to get cleared in my own 
mind, they pay 6% percent—— 

Mr. Leieury. That’s right. 

Senator Lauscue. Into the railroad employees’ retirement fund? 

Mr. Lerenty. Yes, sir. 

Senator Lauscue. And the employee pays in 614 ? 

Mr. Lerenty. That is correct. 

Senator Lauscue. You say that there are other benefits which are 
received but do not fall under this category, and that they are in lieu 
of wage increases ? 

Mr. Leieuty. If they are speaking about the health and welfare 
program of the non-ops, which I am positive they were, that is cor- 
rect. The only other payment they make is for unemployment in- 
surance, and I will come to that in a moment. 

Senator Lauscue. Into what category would this compensation 
come that I just described to you ? 

Mr. Leicuty. Health and welfare? 

Senator Lauscue. The women that are pregnant. 

Mr. Leicuty. That would be unemployment insurance, and under 
the health and welfare program they would also receive certain 
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benefits under our hospitalization plan. But that plan, that health 
and welfare plan, is paid for entirely by the employees, because it 
was asked and received in lieu of wage adjustments. 

Senator Lauscue. The position of yourself is that their costs, on 
what we call social security, is 614 percent only ? 

Mr. Leicury. That’s right. 

Senator Lauscue. If there are any other benefits which they receive 
they are in lieu of wages under a welfare program ? 

Mr. Lzicury. That’s right, with the exception of your unemploy- 
ment. 

Senator Lauscur. What does that amount to in percentage ? 

Mr. Leicnry. Those “health and welfare” benefits are equivalent 
to 64% cents an hour. 

Senator Lauscue. Six and one-half cents an hour ? 

Mr. Letauty. Yes, for the nonoperating employees. 

Senator Lauscue. Could you reduce that to a percentage basis ? 

Mr. Leiauty. A percentage of their total payroll ? 

Senator Lauscuer. No. If it is 614 cents an hour—— 

Mr. Leteuty. Six and one-half cents an hour for that. 

Senator Lauscue. If it is $1, it would be 614 percent. 

Mr. Leicury. If your wage rate was $2, and 614 cents an hour with- 
out that, it would be about 3 percent for the nonoperating people alone. 
But the amount, as I pointed out before, that would be an unfair com- 
parison because it has been purchased with wages which these em- 
ployees have given up. 

Senator Purrerty. Of course it wouldn’t show up that way. Are 
you saying to us that in fact this was in lieu of a wage demand at that 
time, but it is a continuing obligation on the part of the employer, 
and this is a part of the fringe benefit; is that correct, the total of 
which is around 13 percent ? 

Mr. Leteuty. Hardly that, for this reason. I say that for this 
reason: That other organizations have a specific clause in their agree- 
ments which says that 4 cents an hour, for example, of the increase 
granted at the one time, was in lieu of health and welfare, and if they 
asked for health and welfare that amount would be deducted from 
their compensation. 

Another one was based on the other 214 cents, that that would be 
deducted from their compensation if they decided to take a health 
and welfare program in lieu thereof. So it is strictly a wage matter. 
It is a cost to the railroads, but it isa wage matter. And it is included 
by the railroads in considering their wage cost, and in the statements 
that they present to the boards they include that as a part of our wage 
payments. 

Senator Purrett. And in that same statement they make to the 
Board, do they also include, but under another category, those other 
fringe benefits that are costly to them? Iam trying to find out how 
they break it down. 

Mr. Leicury. Anything that they compute as a wage cost they do 
show, yes. They show other items. They show what they also call 
fringe benefits. They always present an exhibit on that in all of our 
wage cases. 

nator Purret.. They include that in the fringe benefit report, or 
do they include that in the wage report? 

Mr. Leicury. They present it both ways, Senator. 
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Senator Lauscue. My memory is a bit refreshed. Mention was 
made of their increased costs in providing your unemployment com- 
pensation as that which is paid by other industry to State unemploy- 
ment agencies. Do you deal with that? 

Mr. Letcury. I deal with that. 

Senator Lauscue. All right, then don’t deal with it now. 

Mr. Leicury. The carriers stressed particularly the notion that the 
railroads pay higher pension costs than their competitors. This is 
not accurate. Most of the airlines provide far better retirement 
yp for their employees than the railroads do. United Airlines, 

or example, contributes 8 percent of compensation and over to 
finance their pension systems. The airlines’ total contribution under 
the existing plan exceeds $400 a year for most employees, which is 
in addition to the tax paid by the airlines for social security benefits. 

Trucking companies also provide substantial supplementary pen- 
sions to their employees. Under the current collective bargaining 
contract covering teamsters in the Central States area, the employers 
pay $3 a week for supplementary pension benefits. In 1960 these 
contributions will be increased to $4 a week. These payments are 
also in addition to social security taxes. Throughout the trucking 
industry and the airline industry most employees are covered by 
pension plans, which supplement the retirement income they will 
receive from social security benefits. 

The Railroad Unemployment Insurance Act, it should be remem- 
bered, covers two different types of benefits: Unemployment insur- 
ance comparable to the benefits provided for other industries under 
State laws; and partial compensation for wage losses due to sickness 
and injuries. 

In general, the unemployment benefits received by railroad em- 
ae are no more liberal than those paid under the better of the 

tate unemployment insurance systems. However, in other indus- 
tries compensation for wage losses due to sickness and injuries are 
not provided for under governmentally administered social insurance 
systems. Most employers provide for such compensation or sick 
leave in their collective bargaining agreements. Many of these 
agreements provide for payment of full wages to sick or injured 
employees rather than the modest partial benefits provided under 
the Railroad Unemployment Insurance Act. Furthermore, many 
employers in other industries provide extensive supplemental un- 
employment benefits to their employees under collective bargaining 
agreements. 

The tax system for financing the railroad unemployment insurance 
plan is not at any higher level than that for financing State unem- 
ployment insurance plans. Furthermore, during most of the post- 
war years the railroad tax rates paid were very low and they rested 
for many years at the minimum level of one-half of one percent. 

en consideration is given to unemployment insurance taxes, 
the cost of supplemental unemployment benefits and the cost 
of sick leave and compensation for wage losses due to sickness and 
injuries the railroads are in a very favorable low-cost position com- 
pared with employers in other major industries. This is true not 
only of the unemployment portion of the picture, but, as previously 
pointed out, of the retirement income portion as well and for the two 
systems together. 
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I might point out here that during the past 5 years one-third of 
the payments made under the unemployment system was for sick 
benefits. The railroad employee who is sick can only draw one-half 
of his compensation after the prescribed waiting period. 

Senator Lauscue. What is the rate of unemployment compensa- 
tion? Can you give it? ‘ 

Mr. Lricury. Usually it is one-half of the salary which he re- 
ceived, with a maximum of $8.50 per day, 5 days per week. A total 
maximum of $42.50, for a total of 26 weeks. 

Senator Purrei.. Is there an additional allowance for depend- 
ents ? 

Mr. LetcHry. No, no additional allowance for dependents. 

Senator Lauscue. Ohio, I think, pays $35 for 26 weeks. 

Mr. Leicury. Considering the cost of the railroads, if we had sick 
benefits provided 

Senator Lauscue. What are they ? 

Mr. Leteury. Paid sick benefits are something we don’t have in the 
railroad industry. For a very limited number of employees who are 
on a monthly basis, if their work can be absorbed by other employees, 
they are permitted to be absent when sick without wage loss. But 
for the vast majority of railroad employees, the only thing they 
receive when they are sick is these benefits under the Unemployment 
Insurance Act, which is only one-half of their normal wage, and that 
is after a waiting period. 

The cost of 1 week’s sick leave, the pay for 1 week’s sick leave to 
the railroad industry, would be approximately $90 a week. One 
percent cost on the taxable roll would amount to about $42 a year 
_ employee as compared with the $90 a year if they had 1 week 

nefit. So they are making a tremendous saving there. And that 
has been used and the labor organizations have discussed this situa- 
tion when we have considered asking for sick benefits under a col- 
lective bargaining agreement. 

So aevaity the taxes which the railroads are paying for unemploy- 
ment insurance at the present time, even though it is only 214 percent, 
at least 1 percent of that 214 percent can be allocated to this sickness 
benefit program. 

IV. Position of the railway labor executives’ association on the 
specific proposals of the carriers: 

Many proposals and suggestions have been made by the carrier rep- 
resentatives appearing in these proceedings, covering almost every 
— of railroading and every type of problem the railways face. 

ome of these suggestions were submitted by Mr. Loomis and pre- 
sumably represent the degree to which the many individual carriers 
agree among themselves as to what should be done. But many of 
the individual spokesmen have added their own proposals—some of 
which have gone far beyond the matters covered by the Loomis 
proposals. 

The railway labor executives’ association has carefully considered 
all of the proposals which have been made here. Some of them we 
are prepared to support; some others we are willing to support within 
some limitations or with some modifications. One of the general 
proposals made by Mr. Loomis we strongly oppose. 

1. Rate making: The railways have asked for increased freedom 
in the making of competitive rates as between different forms of 
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carriage so each mode of transportation will find its proper economic 
place in the overall transportation picture. We support this pro- 
posal. Some types of traffic are directly subject to heavy competition 
from truck lines and barge lines. These competing agencies have 
‘offered lower rates than the railways were permitted to charge under 
existing restrictions. As a result, some of this traffic has been lost 
by the railways; it might have been retained had the railways been 
allowed to make competitive rates in such situations. 

We have pointed out above that, in absolute terms, the railways 
today are carrying much more traffic than they did in any year before 
World War If. This has been a natural result of the tremendous 
growth of the country. Population has increased at a record rate, 
and transportation needs per capita have also increased very 
substantially. 

The railroads have handled a good share of this new traffic, but 
not in proportion to the share they had in past years. Competitors 
have cut into the railways’ proportion heavily, and have been helped 
to some extent by the fact that the railways have not been able to 
offer competitive rates. Any fair-minded person will agree that the 
railroads should be allowed to defend themselves in the competitive 
struggle for traffic. ‘They should be allowed to reduce their rates on 
some of the commodities subject to heavy competition if this action 
is needed to hold or get back such traffic. 

Senator Lauscue. May [ask a question at this point ? 

Senator Smaruers. Yes. 

Senator Lauscur. The competing modes of transportation object 
vigorously to this proposal on the grounds that if it is adopted the 
railroads, with their mighty power and finances, will be able to give 
cut-throat competition and thus destroy the competitors. What do 
you have to say to that statement ? 

Mr. Leienty. I think probably in the early days of the trucking 
industry that might have been true. But I think that your truck- 
ing combines today are powerful enough to take care of themselves. 

Sinner Lauscue. Would the control which regulatory bodies have 
over truck operations, in your opinion, be adequate to take care of 
that feared evil? 

Mr. Lerenty. I think it would be. I don’t see, if this is handled 
in an intelligent manner—and we are hopeful that it will be so 
handled—I don’t think that that situation will arise. I know of 
individual instances where railroads attempted to make compensa- 
tory rates to regain traffic that they had lost to other forms of trans- 
portation, and which they previously had hauled. 

But in accordance with the theory under which the Interstate Com- 
merce Commission was operating at that time, although there prob- 
ably has been a little change in their thinking, they were refused 
the right to make that rate which would have been compensatory 
and would have improved their revenue situation. 

Senator Smatuers. Allright,sir. You may go ahead. 

Mr. Leieuty. 2. Excise taxes—— 

Senator Lauscue. May I suggest that this subject has been so fully 
cowsned by witnesses—do you support the elimination of the excise 
taxes ¢ 

Mr, Leiguty. I have just a short paragraph and I would like 
to read it, because you might say there isa little qualification, 
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Senator Smatuers. Go right ahead. 

Mr. Leicury. 2. Excise taxes: The railways have asked for the re- 
peal of the wartime-imposed Federal excise taxes on for-hire trans- 
portation. ‘These taxes place on all common carriers an unfair com- 
petitive burden—particularly in relation to private or contract car- 
riers not subject to such taxes. Some carriers base their whole ex- 
istence on the difference between their charges and those of com- 
mon carriers who must pay these excise taxes. This is not fair to 
the common carriers; it 1s artificial and uneconomic, and in the long 
run harmful to the interests of the shippers and the public as a 
whole. We wish to support this request of the railways, recogniz- 
ing, however, that in the consideration of proposals for reduction 
of tax burdens Congress must assign relative priority to competing 
equities. 

Senator Lauscue. What does that mean ? 

Mr. Leicuty. Do you want me to explain what that means? 

Senator Lauscue. Yes, this last one. 

Mr. Leienty. There are other inequities in our tax structure that 
need correction just as much as this one does, and in considering this, 
those other inequities in the tax burden should also be considered. 
That is a brief explanation. 

Senator Lauscnue. Priority to competing tax inequities? 

Mr. Leicuty. That is the thought that I have in mind. 

3. Agricultural exemption: Under present laws, carriers handlin 
certain agricultural commodities, fish, and livestock, are exempte 
from public regulation. These exemptions to some extent include 
even some canners and processors of food products. The railways 
have proposed a limitation on the scope of this exemption and we 
favor this proposal. 

Senator Smaruers. Where is that proposed limitation? Do we 
have it? Have you written it up in specific language? 

Mr. Letcutry. I understand there is a proposal. Haven’t you 
written 

Senator SmatuHers. You said the railways. 

Mr. Leicuty. They propose a limitation in their testimony. 

Senator Smatuers. I understand. Goahead. 

Mr. Leigutry. 4. Construction reserve: The carriers have requested 
legislation that would allow them to set aside reserves for future 
construction projects, with the current accruals to such reserves ex- 
empted from income taxes. This proposal would assist the railroads 
in properly maintaining their properties and in keeping in the future 
abreast of technological developments. Railway progress is impor- 
tant for the carriers and for the public as well. However, all future 
efficiency depends upon maintaining a force of skilled railway em- 
ployees. It is therefore essential that the skilled workers of the 
industry—above all else—be given assurance of continued employment 
opportunities. The railroads should use their own forces, to the maxi- 
mum extent possible, in their programs of expansion and improvement. 
We feel, therefore, that any legislation adopted authorizing establish- 
ment of these construction reserves should make them absolutely 
contingent on the allocation of at least 70 percent of such funds for 
work which will be done on the railroad properties themselves by rail- 
road employees. We will support legislation which contains such a 
provision. 
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5. Commuter service: We have already observed that there are some 
situations where the carriers are furnishing commuter service to com- 
munities at a loss. Since the service provided is indispensable, and 
must be continued, it is appropriate that the community pay the full 
cost in some form. We propose that, in such circumstances, the rail- 
ways continue to handle the service as they have been; but that the 
communities accept financial repsonsibility for such operations. The 
carriers can remit to the communities all of the revenues received from 
such service, and be paid by the communities whatever money is needed 
to meet all costs. In this handling of the problem it is recognized that 
the communities themselves should determine the rates or fares to be 
charged for such services. It is, therefore, appropriate that they 
undertake this overall financial responsibility—assuming all phases 
of the decision as to the part of the costs that will be met from fare and 
rate revenues and from other sources available to the community. 

Senator Purrrii. You recognize that this committee would have no 
jurisdiction or authority to act in the case of the community. 

Mr. Leicury. No, but I think that some comment on the part of this 
committee to some of these communities would carry considerable 
weight. I appreciate the limitation of this committee. We wanted 
to outline our position on it. 

Senator Purrety. I hope my remarks to my communities this fall 
have some weight. [Laughter. | 

Mr. Leienry. In connection with commuter service ? 

Senator Purreti. Not particularly with that, but with the users 
thereof. 

Mr. Leienry. 6. Mail pay: The carriers are required to furnish 
transportation capacity to handle all mail transportation the Gov- 
ernment may see fit to utilize, irrespective of whether it is in fact 
utilized. However, under the present method of compensation, the 
railroads accrue mail revenue only in proportion to the actual utiliza- 
tion of the service. Under this system, the railroads are not reim- 
bursed for the cost of making the capacity available. This is unfair 
to the railroads. The Government should be required to pay the full 
costs of handling mail—not just the immediate out-of-pocket ex- 
penses incurred. 

We favor a system which will meet this need and provide a fair 
annual compensation for rail mail service. Under such a system the 
Government would pay for mail transportation up to a specified 
volume a fair basic annual compensation irrespective of the portion 
of the available capacity actually utilized, and would pay additional 
compensation for actual utilization above the specified volume. 

7. Diversification: The carriers have requested modification in the 
laws as needed to permit them complete freedom to enter into all 
other forms of transport—air, bus, truck, water, and pipelines. We 
are not convinced that this proposal would be good for the railways 
or for railway employees, or for the country as a whole. Therefore, 
the Railway Labor Executives’ Association cannot support. this 
proposal. 

8. ICC control over station abandonments and train discontinu- 
ances: We are strongly opposed to the request of the carriers that the 
Interstate Commerce essinden be granted any additional authority 
whatever with respect to abandonments or train discontinuances. 
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The railroads have abandoned entirely too many stations and cut out 
too much service already, for their own good. State commissions 
have gone too far in authorizing these cuts. Information on the rec- 
ord of the State commissions was submitted in detail in the Interstate 
Commerce Commission inquiry into the Railroad Passenger Deficit 
Problem (ICC Docket No. 31954). 

Mr. Walter R. McDonald, chairman of the passenger deficit com- 
mittee of the National Association of Railroad and Utilities Com- 
missioners submitted tables summarizing the actions of State com- 
missions on both abandonments and discontinuances for the 6-year 
period, 1951-56. In that period, railroads throughout the country 
requested the abandonment of 2,838 stations. State agencies granted 
2,466 of these requests—87 percent of the total. In the same period 
the carriers requested approval to discontinue 1,471 trains. State 
commissions granted 1,274 of these requests—86.5 percent of the 
total. 

The long-term record of agencies closed and the number of train- 
miles operated shows a tremendous shrinkage in railroad facilities 
and operations. In 1921 we had 32,000 agencies in the country. In 
1956, this number had dropped to 19,285—a decline of 40 percent. 

In the same period, other classes of station and tower employees— 
who were not subject to any State agency control whatever, declined 
in exactly the same proportion—40 percent. Exhibit 20 shows the 
trend of employment of station agents and telegraphers since 1921. 
Clearly, the railroads have had their own way in this question, even 
though their judgment has frequently been very bad. 

Senator Smaruers. Don’t you think it might be improved by hav- 
ing it come before the Interstate Commerce Commission rather than 
these State agencies ? 

Mr. Leteury. I don’t think it would be, based on my experience 
with most of the agencies. I don’t think that it would be helpful. 

Senator Smaruers. You say that their judgment has been bad. 
You couldn’t get any worse, could you? 

Mr. Leicuty. Well, there are degrees: Good, better, and best; and 
good, bad, and possibly, rotten. I don’t know. 

Senator Smaruers. Even though it is bad you don’t want to make 
a change? 

Mr. Leicutry. That’s right. The original proposal of the railroads 
was particularly bad because there they only asked for permission to 
come to the Interstate Commerce Commission in case the State com- 
mission denied their application. In other words, they wanted an- 
other court in which to present their case. We feel the State com- 
magn are in a better position to handle these matters than the 
ICC. 

Senator Purreiy. Mr. Leighty, didn’t you tell us earlier that these 
commissions frequently don’t act at all and the railroads are per- 
mitted frequently to discontinue trains because of the inability, ap- 
parently, of the State agencies to function because of the ambiguity 
of the law? Didn’t you testify to that earlier? 

Mr. Leteury. I think that that is true, and I think that that mat- 
ter should be corrected. But in most States, in a majority of the 
States, it is required. In certain cases it might prove helpful. We 
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think if the Commission was going to have a hearing on each indi- 
vidual passenger train before it was abandoned, a situation of that 
kind might be helpful. 

Senator Smatuers. Tell us, don’t these State regulatory agencies, 
when they get ready to stop a train, when the railroad applies for 
discontinuance, don’t they have a hearing on just that particular 
train ? 

Mr. Letcuty. In most States, but in some of the States that I have 
mentioned, the Massachusetts Commission, in connection with some 
of those New Haven trains, said, “That is an interstate movement, 
we don’t have any authority over it.” We think that commission is 
absolutely wrong and we expect to find out whether it is wrong or 
not. But that is the situation as it exists today. 

Senator Smatuers. Wouldn’t your problems, however, be lessened 
by almost 48 times instead of having to travel all over the 48 States 
and appear before 48 different State regulatory agencies, if you peo- 
ple had one place to appear before here on interstate trains ? 

Mr. Letenry. In that way it would possibly be an improvement. 
But bear this in mind: How many of these communities could raise 
sufficient funds to send a committee down here to oppose the aban- 
donment of the trains and present their views? 

Senator Smatuers. I want you to know, if the list we have is any 
indication, they all can do it all the time. 

Mr. Leicuty. I do know that there are difficulties encountered by 
many of these people, and many of these communities don’t have the 
funds available to do that. 

Frankly, I think it would be a mistake to make the change. 

Senator Purretit. What about having the ICC act in an appellate 
ony on an appeal ? 

Mr. Leicuty. I am more opposed to that than the other unless they 
are going to act on those which are approved as well as declined. 

Senator Purretz. Your point is well taken. Possibly that should 
be taken into consideration. Assuming that it was, would you then 
agree that perhaps appellate jurisdiction should be given ICC in these 
cases ? 

Mr. Leteuty. I don’t think so. 

Senator Purrrtu. You don’t? 

Mr. Lerenty. I don’t think so. 

Senator Purretn, You want it left in these States even though you 
tell me that some State agencies have permitted the railroads to do 
as they will? 

Mr. Leteuty. That’s right. 

Senator Smaruers. As he said, even though their judgment is fre- 
quently very bad. We understand your point, and we are sympathetic 
with you. We have a problem and you have a problem. 

Mr. Leicuty. Exhibit 21 shows the number of passenger train-miles 
operated, by years. In 1921, the carriers operated 560,499,000, train 
miles in passenger service; in 1957, this had been reduced to 275,766,- 
000—a drop of almost exactly 50 percent. Thus, the carriers have 
just cut in half the amount of passenger service they are furnishing. 

In the light of this record, we see no reason whatever for giving the 
carriers another channel to apply to for the processing of further 
suicidal proposals. The railways should be out fighting to build up 








PROBLEMS OF THE RAILROADS 2029 


their facilities to reclaim every possible passenger and ton-mile, not 
trying to get out of business completely. 

Conclusion : I have spoken earlier of the fact that the railroads are 
common carriers. They are proud of that fact. They boast loudly 
that they are the only true common carrier that is generally available 
for transportation service of any kind that is needed. And they 
lament and sob bitterly that other carriers are not common carriers, 
or are only partly so and are heavily subsidized in many ways. 

Based on the actions of the vast majority of railway corporation 
managers over the past several years, we can reach only these con- 
clusions: They are living in a dream world. They know of the days 
when, from the gaudy interiors of their private cars, the railroad 
presidents exercised tremendous power. They had only to snap their 
fingers and cause mayors of cities, governors of States, and even 
United States Senators to jump to their command. 

They remember hearing about the distant time in the past when 
the railways were a monopoly; when shippers and passengers had 
no trucks, no barges, no airplanes, and no private automobiles to use; 
when the public was completely dependent on the railroads. 

Senator Smatuers. It is amazing how things have changed. 

Mr. Leicuty. Mr. Symes and Mr. Perlman, and Mr. Loomis, all 
talk about competition—but seldom without use of the adjective— 
subsidized competition. 

Frankly, we don’t believe the railways want to compete. They 
know there are certain areas where they possess such an overpowering 
advantage that they don’t have to fret about losing anything. They 
can charge any rate the ICC will authorize; they can handle the 
traffic when they want it, as fast or as slowly as they want to—and if 
the shipper doesn’t like it, he knows what ie can do about it. But, 
the ei don’t really want to be bothered about anything else. 
It’s too much trouble to carry passengers, or LCL freight, or any other 
kind of freight that they can’t handle easily and inexpensively with- 
out fear of truck or barge competition. d it’s too much trouble 
to bother with branch-line service. In short what the carriers want 
to do is to restore their complete monopoly position. 

In order to do this, they want to get out of any part of their present 
business where they don’t have a monopoly status or where some 
effort and service is required to retain the business. That is why they 
are a out of the passenger business as fast as they can. 

Although much of that business is profitable, it doesn’t pay as well 
as other traffic, so why bother with it. The same for rh things. 
Thus, they are trying to strip themselves down to the point where 
they won't have to handle anything but the best. They really want 
to discard the obligation of common carriers and want to retain only 
its monopolistic advantages. They have in mind remaking their 
systems into special—and well-favored—financial enterprises. 

I could give you considerable basis for those conclusions and would 
be pleased to do so. However, I assume that you gentlemen want 
to conclude for lunch as soon as you can, so I will be available, how- 
ever, to discuss that further at any time that you care to do so. 

The railways should be fighting to regain their position in every 
field. Instead of finding means of cutting down on train revenues in 
order to justify a basis for discontinuing service, they should be send- 
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ing salesmen into the field, holding meetings, improving facilities, 
ing up service, and reducing fares and rates so as to attract back 
their lost passengers and ton-miles. 

Railway labor wants to cooperate in every way possible to help 
the railways, but it wants the railways to continue as common carriers. 
If railway managements will formulate a fighting program aimed at 
recovering their strong and preeminent position as a transportation 
leader, they will find the railway workers and their organizations 
solidly behind them. 

I want to thank the committee for the very fine attention they have 
given me. 

Mr. Carroll and Mr. Fox and Mr. Gilbert are scheduled to follow 
me in these presentations. After they have presented their case, I 
would like 5 minutes additional to conclude my presentation. 

Senator Smaruers. All right. 

Senator Lauscue. Mr. Chairman ? 

Senator Smatuers. Senator Lausche ? 

Senator Lauscue. Yesterday I picked up a Reader’s Digest. At 
the very beginning I want to say that I am not addicted to the habit 
of believing everything I read. But I do think that this story will 
require some explanation. I will read it and then at a later time you 
may want to comment on it. 

will not read the whole story. On page 33, I think it is, of the 
Reader’s Digest, is contained this statement : 

The Northwestern Railroad runs fast passenger trains from Chicago to Min- 
neapolis, a distance of just over 400 miles. We run them with 6-man crews, 2 
men in the engine crew, and 4 in the train crew. We run the distance in about 
7 hours. In those 7 hours we use 3 engine crews, and we must pay each approx- 


imately a full day’s pay. One crew, running from Chicago to Milwaukee, gets 
almost a full day’s pay for 81 minutes of work. 


They go into another subject : 


One of our finest freights is what we call our CC-7, Chicago to Omaha. On 
this run the distance from Clinton, Iowa, to Boone, Iowa, is 200 miles, and 
ordinarily requires 5 hours and 10 minutes. But as a carryover from steam 
engine days, 121%4 miles an hour is the basis for compensating freight crews, 
100 miles thus being equivalent to a day. 

We therefore pay 2 days’ pay for the 200-mile run which takes 5 hours and 
10 minutes. 

I would like to give you this. It ought to be explained, or we ought 
to query about it to find out what the facts are. 

_ Mr. Leicury. I think, Senator, the explanation would require some 
time. I might say that when I saw the article in the Reader’s Digest 
I wrote the editors of Reader’s Digest and asked for permission to 
write a reply which they would Soret and they very politely denied 
aero saying that they didn’t want to handle any controversial 
subject in that manner. 

In other words, they wanted to get only one side of the situation and 
leave it there. But it really does require some explanation. Mr. 
Gilbert, who will follow me on the stand, will reply to a portion of 
that article, if you so desire, and I will reply to that portion where 
they talk about the station agents. I would be tickled to death to 
reply to that. 
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Senator Lauscue. They do mention station agents. 

Senator Smaruers. I think Mr. Gilbert, who is the President of 
the Brotherhood of Locomotive Firemen and Enginemen, is in posi- 
tion to answer that and explain it to us. He will come on later. 

Senator Lauscue. There are two phases here. The one instance 
deals with the engine crew, and the Omaha instance deals with the 
entirecrew. Itisnot confined to the engine crew alone. 

Mr. Letcuty. That is correct. 

Senator Smatuers. We probably won’t get to Mr. Gilbert today 
at the rate we are going. 

Senator Lavscuz. Do you have a principle under which you take 
the time that it took with an old engine to go from one place to an- 
other, and use that time as the criteria by which your men must be 
paid today with new types of equipment ? 

Mr. Leieuty. Mr. Gilbert will explain that in some detail. But 
I merely want to point this out. This service is performed on what 
is called a dual basis, mileage and hour basis. It is similar to the 
piecework method of payment in many other industries. 

Senator Purreri. Mr. Chairman, I think because of the impor- 
tance of the question, that whatever testimony is given in reply should 
immediately follow the question itself, so it won’t be lost in the context 
of a lot of voluminous questions. 

Senator Lauscue. Let me put it this way: You will prepare that, 
take it out from here and propound it to Mr. Gilbert. 

Senator Smaruers. Let’s do it this way: Mr. Gilbert is the man to 
answer the question. When Mr. Gilbert gets on the stand, then 
Senator Lausche will ask him the question. We won’t have to con- 
fuse the record with a lot of folderol. 

Senator Purreti. The witness stated he also would like to com- 
ment on it. 

Senator Smatuers. We will ask him that question again. 

Mr. Lricuty. There is one portion that I wanted to particularly 
reply to, because I am well acquainted with the gentleman—— 

enator Purretn. My reason for the question is obvious. This 
has received wide circulation. Certainly the public is entitled to 
some kind of reply. I am not saying it should bs done through the 
pages of that magazine. I don’t know its policy. But since it ap- 
peared in this hearing, because both sides should be shown, the answer 
should immediately follow the question, whatever the answer is. 

Senator Smatuers. Let me say that is exactly what we are trying 
todo. We just want to ring the bell and let the man who can answer 
it, answer it. 

Senator Purre.u. He also wants to answer it. 

Senator Smatuers. Off the record. 

Discussion off the record. ) 
enator SmatuHers. Back on the record. 

We thank you, Mr. Leighty, very much. You have given us some 
splendid information and it will be very helpful to us. You have 
done it in a very lucid and persuasive fashion. 

Mr. Lercuty. Thank you. 
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(The exhibits submitted by Mr. Leighty are as follows:) 


ExuHIsits FILED BEFORE THE 
SURFACE TRANSPORTATION SUBCOMMITTEE OF THE SENATE COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE 


BPxu rit No, 1 


Ratio of fiwed and contingent charges to operating revenues and income available 
to fived and contingent charges—Class I line-haul railways, 1921-57 





Ratio 
Income 
Fixed and available 
Year contingent Operating for fixed Fixed Income 
charges revenues and con- charges available 
tingent to opera- to fixed 
charges ting charges 
revenues 
Thousands Thousands 
ta ai han nil inital $618, 009 $5, 516, 598 $931, 572 .112 1. 507 
BEE bd. codebssbbken cosesiduccnseuu 630, 133 5, 559, 093 999, 706 -113 1, 586 
tlt inner acinar ha tihan ats 640, 973 6, 289, 580 1, 195, 968 . 102 1, 866 
idiamiunitincesneae>eoerenaaiéniee 666, 049 5, 921, 496 1, 224, 515 112 1. 838 
Eh - hi nalbbniliicds bit se 664, 693 6, 122, 510 1, 365, 524 . 109 2, 054 
Rt hind wane nak note eaiinine etal 679, 360 6, 382, 940 1, 488, 414 . 106 2.191 
SUSUR 5, debbie nbb bu dacbbsccabews 685, 6, 136, 300 1, 358, 860 -112 1. 981 
titi iwi dacidieeinel cbbeie 682, 946 6, 111, 736 1, 469, 770 112 2. 152 
bstetebetessedoee ccc wokecccesethe 692, 658 6, 279, 521 1, 589, 465 . 110 2. 296 
RN, ia aii ainsi cs hint ciel iimngitn tad 683, 075 5, 281, 197 1, 206, 982 . 129 | 1. 767 
Be cdintttnn aaa aaa tlie Ss Deceit ag 672, 229 4, 188, 343 806, 991 - 160 | 1, 200 
dll bdo baws Shades bbaddd nhs wie 666, 069 3, 126, 760 526, 865 . 213 . 791 
etal tp a nant item ER din 677, 686 3, 095, 404 671, 823 . 219 . 991 
a ieideci notin vensctiseeearieel 665, 102 3, 271, 567 648, 215 . 208 . 976 
tte Cattn wing Ldn diniottpitiiiehdsip gooShe 660, 926 8, 451, 929 668, 465 .191 1.011 
DE Si tei ct an chan nba dicedanbages 666, 047 4, 052, 734 830, 677 . 164 1, 247 
lat epeibbitadiipiciahitindatndi dats atin kite 641, 742 4, 166, 069 739, 800 154 1, 153 
tit inaiaatt iit eiiswye Cael 626, 952 3, 565, 491 503, 481 176 . 803 
EY widdeutubtbatudugivicccedadesee 631, 611 3, 995, 004 724, 793 158 1,148 
Pt icuksiagsiidinunobtbdiwbeytibde« 634, 686 4, 296, 601 823, 537 ~ 148 1, 208 
Rb sdk oik Gihiacbeidhaiin Gil tages tne w ainlaaton 636, 981 5, 346, 700 1, 136, 746 119 1. 785 
BEB chaseciadaceckth dine bedscoechelnininlalsbalicde ow habitinbap 716, 448 7, 465, 823 1, 618, 161 096 2. 259 
SE Aiccnphtinnuanntcnidactivendhaededt 646, 510 9, 054, 724 1, 519, 988 . 071 2. 351 
ca ia i anal 609, 109 9, 436, 790 1, 276, 297 . 065 2. 096 
EL a be Rndincns os spines beteanat 568, 473 8, 902, 248 1, 018, 907 - 064 1, 792 
i aad ait nee iin con nde epoch 508, 567 7, 627, 651 795, 706 067 1. 565 
SEs Ste ks - cadpbiise dfn 485, 872 8, 684, 918 964, 747 056 1. 986 
iit iecisidtsinndag tb iitdiainn vteuideella 474, 210 9, 671, 722 1, 172, 267 049 2. 472 
i enigsiiiit neta h etd bhidhsltbvicten sek be 462, 524 8, 580, 142 682 054 1, 947 
nn teeretieedinglons eau tadcdaihdbebiig 474, 193 9, 473, 093 1, 257, 765 . 050 2. 652 
Sadie t tionwabatinonadaigicctven ahd 465, 454 10, 390, 611 1, 158, 630 . 045 2. 489 
0 SE eee errr ee: Mee 490, 366 10, 580, 762 1, 315, 762 - 046 2. 683 
i tines ttimennth inane msidihemreMnattodns 452, 919 10, 664, 169 1, 356, 146 . 042 2. 904 
Membokl ane Lia a ied 417, 156 9, 370, 825 1, 098, 846 . 045 2. 634 
in inte atta call Rens wicitemegatt lines 414, 522 10, 160, 330 1, 341, 644 041 3, 237 
0 BRA BB Seth EL AS SES BELEN 414, 602 10, 550, 943 1, 290, 936 039 3.114 
rei iii Gibdngshddiblacovespereeh 421, 421 10, 491, 403 1, 155, 420 040 2. 742 





Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statements 
M-100 and M-125, 








; 
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EXHIBIT No, 2 


Total capital ewpenditures for additions and betterments—Class I line-haul 
railways, 1921-57 


Year Amount Year ' | Amount 
Thousands Thousands 
ee ee en es IE enn chatmnenivnenttinreninsaibasiontil 429, 147 
tS aie ee ee ee St SE te Min snide nennstiicedannmeimsoabene aie 543, 021 
BE Ks5deh sb dedbes vehnecdbcacsembule OE, Be Be i sinc mep inane atihiauaiimmaideannns 534, 897 
Pb scdullssatulbcccednidbewedsdasuill Gy Fe BP cccdse ck iccdeatedpdonncchoeueen 454, 282 
 cundsbatecsiuvecevadswunsnbaauin Pe PE oad cana paeecceoue-cobencann 560, 112 
initicneddeciedsccapebGehennaanwate ass n5 oars tech eatana 562, 980 
Be cnkxesclcdbeccatsachhndendtnees SEER Fh ces dsiwihncedwalndiiibccinbonowd 561, 957 
Sadness wadeswserdivaasRiugenaae GIG GO Fe ik ein oon resent iad oo scns 864, 689 
EE kneduliboedbacudehwh duktcandeuellil BE FES Sinn daadocmaatatesecseheuunill 1, 273, 484 
1921-29: Fitts tithe ge thee Mit etapa cee 1, 312, 200 
a kacsscads campeasvereasecenes © GO G06 Te Se hiss asses san enendeowescy oc nn 1, 065, 842 
MVOTOGS POT YORE... 0 2 oie dance nccacuss Zh COE SEE phn ch dntepanaenideents in tanesey 1, 413, 995 
Pidagtcdidesntedsebasatccheodenwe PG GOS TE soa ee bksde ken cn ck ct ien oo nny 1, 340, 912 
Ti anedeviscbiveticssdiddibcandamest eo: Ce A ee 1, 259, 797 
Pi dtweshetaddnnap cdpanddseiiabnns SEE FE CR ie cidincncust coke avcoodiasintasenill 820, 246 
Ph Miva h hind sh iwabhalnehebueatcande a SE Cie Ce riteandnte cin nnn aaechhiindwotincdl 909, 521 
DE tcnéwanctotdnsstdiee smaseneence= ST Uh WE a ic cchiainsinctn coli aka dimabilnaumnill 1, 227, 857 
Pi céhesnactecesssedbudadttebesesaen TO ie ad iain dpe niet eee 1, 394, 261 
is srontcsqnckesaceboccatsciseduns 298, 991 || 1946-57: 
i iciduadcatidadéadeducaibhedmreagies 509, 793 SR on igh cencdaadaasseel 13, 444, 761 
i ciiddmiariatbseaetdnsndtaateanal 226, 937 Average per year.............. 1, 120, 397 
Pl acdnidatbaenhndiabcncnapaaaen 262, 029 


Source: Bureau of Railway Economics, Association of American Railroads; Interstate Commerce Com- 
mission, Statements M-125. 


Exursir No. 3 


Age of locomotives in the United States—Class I line-haul railways—As of 
Dec. 31, 1936, 1941, 1946, and 1956 








1936 1941 1946 1956 
Age (in years) 
Number | Percent | Number} Percent | Number | Percent | Number} Percent 
7 and under.--_-..-..- 1, 431 3.2 2, 292 5.5 5, 510 12.9 15, 607 61.3 
EE cnntseckunee kis 4, 245 9.4 1, 201 2.9 1, 237 3.0 7, 900 26.0 
WEEE sn ctinedienesiie 6, 939 15.4 4, 225 10.1 1, 169 2.7 3, 239 10.6 
PE iinnnnnintenmhehe 7, 904 17.5 6, 876 16.4 4, 127 9.6 709 2.3 
- | Se ee 10, 884 24.1 7, 457 17.9 6, 707 15.6 262 9 
inna mcm 13, 743 30.4 19, 720 47.2 24, 091 56. 2 2,716 8.9 
ic asnahepehe 45, 416 100.0 41,771 100. 0 42, 841 100. 0 30, 433 100.0 





Source: Interstate Commerce Commission, Statistics of Railways in the United States. 
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ExuHrsrt No. 4 


Age of freight carrying cars in the United States—Olass I line-haul railways—As 
of Jan. 1, 1984, 1939, 1947, and 1956 


1947 1956 












































Age (in years) 
Number |Percent} Number |Percent} Number |Percent} Number |Percent 
Sand under_.______- (1) () 153, 775 9.1 201,777} 11.6] 265,274 15.7 
—.t (1) (1) 138, 658 8.3| 240,158] 13.7 302. 786 17.9 
toca: (1) (1) 343,516} 20.4 74.559| 43| 282,924 13.8 
Total, 1 to 15... 794,517 | 39.3 635,949 | 37.8 516,494 | 29.6 800, 984 47.4 
960090.:........__. 357,466 | 17.7| 278,344] 166| 246,182] 141| 196,569| 11.6 
Over 20.......-..-.-- 867,493 | 43.0| 766,330] 45.6]  984,045| 56.3 693,663} 41.0 
Total, over 15___-. 1,224,959} 60.7 1,044,674| 62.2) 1,230,227| 70.4 890, 232 52.6 
ees. 2,019,476 | 100.0 | 1,680, 623 | 100.0 | 1,746,721 | 100.0| 1,691,216| 100.0 

1 Not available. 


Source: American Railway Car Institute, Railroad Car Facts. 


EXxuHisit No. 5 


Net cash flow and equipment obligations outstanding—Class I line-haul railways, 
1921-57 


{In thousands] 


Deprecia- Net cash Equipment 
Year Net income | tion charges! flow obligations 
outstanding 








adie ce ‘ticinaelilcisdielenihaiaiael $313, 563 $155, 968 $469, 531 (2) 

ee ae 369, 573 169, 808 539, 381 (2) 
Se re 554, 995 205, 070 760, 065 (2) 

a ih heenite deel Lalli 558, 466 208, 064 766, 530 (2) 
Tl ented eT 700, 831 223, 925 924, 756 (2) 

eer oereneen aceon Leer or aes 809, 054 231, 497 1, 040, 551 $1, 069, 180 
Od oN ed a De 672, 900 239, 184 912, 084 1,039, 039 
eee ee ene 786, 824 241, 719 1, 028, 543 965, 622 
ee et eels ake 896, 807 259, 375 1, 156, 182 982, 472 
nic dau cai tad eaancenlallntin ead aaa 523, 907 243, 253 767, 160 932, 970 
Nia dathtethisiisssnh th dehasatakenntaireinilllal 134, 762 221, 611 356, 373 837, 547 
ed a ee na dhs oe dealin —139, 204 209, 111 69, 907 727, 896 
Te eee —5, 363 199, 917 194, 054 623, 325 
Na as Sate hatch tin: «inka abate 4a tae —16, 887 192, 387 175, 500 600, 372 
ee a en daaeet 7, 539 194, 625 202, 164 524, 556 
il enetsdunctccnnenweenaaegieceens tite 164, 630 193, 501 358, 131 492, 852 
i cieeicese: tainted Mea AME catia stent ital 197, 035 295, 093 
ee eee —123, 471 201, 825 78, 354 438, 018 
TT ene at 93, 182 201, 852 295, 034 425, 406 
en erate ioe cea ee 188, 851 205, 860 394, 711 480, 524 
NOG, Dials italia Sich pinicaib. dscns emesigenda 499, 765 233, 340 733, 105 624, 593 
MN lg E ce ona cenvinunu’s <nunexsinmnaltcoans 901, 713 338, 181 1, 239, 894 609, 594 
Tei 873, 478 465, 525 1, 339, 003 773, 604 
(hls es, 2 ORIN RIESE 667, 188 540, 461 1, 207, 649 780, 685 
pink h a Tash ontin Aili caae sien canhhanteaile 450, 434 1, 186, 844 1, 637, 278 772, 532 
a 287, 139 365, 902 041 844, 586 
TT oseemdaiekiia 478, 875 385, 763 864, 638 1, 084, 196 
a euauactn 698, 057 409, 310 1, 107, 367 1, 440, 976 
ke OBE Ae ARO RMI He 438, 158 441, 658 879, 816 1, 692, 647 
CT aicabedancibledll 783, 572 466, 589 1, 250, 161 1, 848, 049 
CT ed 693, 176 485, 160 1, 178, 336 2, 284, 728 
Tea euliull 825, 396 513, 059 1, 338, 455 2, 581, 570 
| ORS <A IOT NS RRR 227 534, 457 1, 437, 684 2, 675, 032 
TR aebcheae 681, 690 547, 267 1, 228, 957 2, 600, 927 
RA eet ace ae in cacalaeae 927, 122 554, 597 1, 481, 719 2, 532, 153 
(A Re CRI Cie sal RE aR 876, 333 569, 605 1, 445, 938 2, 631, 245 
Oe io licen iisenletasiphiegencnmusdivasicaic , 998 581, 500 1, 315, 498 (2) 





1 Depreciation and Retirement Charges. 
2 Not available. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statement M-126. 
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Exursit No, 6 


Total costs per trafic unit and per gross ton-mile—Class I line-haal railways, 


1922-57 
[1947-49 = 100] 





Revenue traf-| Gross ton- 


fic units 


Thousands 
410, 225, 271 
488, 640, 418 
460, 597, 084 
485, 714, 707 
514, 701, 537 
496, 036, 374 
496, 117, 869 
509, 469, 831 
437, 079, 238 
353, 01%, 721 
267, 919, 097 
281, 904, 200 
304, 777, 125 
318, 988, 076 
384, 087, 844 
409, 931, 097 
333, 341, 807 
378, 741, 080 
420, 777, 915 
533, 772, 459 
745, 300, 733 
902, 714, 501 
928, 344, 624 
864, 435, 209 
721, 329, 378 
746, 569, 456 
720, 274, 822 
596, 689, 362 
652, 097, 758 
715, 847, 531 
682, 773, 648 
669, 123, 705 
607, 830, 816 
680, 666, 354 
703, 446, 897 
3 669, 900, 000 


Percent 
63.3 
31.5 
76.9 
—22.5 


rating costs plus equipment and facility rents and taxes. 
2 Not available. 
3 Preliminary. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statements 
M-100, M-211, M-213, and M-220. 
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Exursit No. 7 


Revenues per ton-mile and per passenger-mile—Olass I line-haul railways, 

















1921-57 
Freight Passenger 
Revenue Revenue 
Year 
Revenue Passenger- 
ton-miles Per miles Per 
Amount ton-mile Amount  |passenger- 
mile 
Thousands Thousands Thousands Thousands Cents 
Shinn cdcbthscoccepananll 306, 840, 204 $3, 924, 120 1, 275 37, 312, 586 $1, 153, 792 3. 086 
Pidiawccécbéndacocehsnenl 339, 348 4, 005, 559 1.177 35, 469, 962 1, 075, 937 3.027 
BE dnnscd ptbhaccuahitheell 412, 727, 228 4, 622, 365 1.116 37, 956, 595 1, 147, 589 3.018 
i nadcnabaddds coecekdinll 388. 415. 312 4, 345, 538 1.116 36, 090, 886 1, 076, 457 2.978 
Rak enn nd ci cebugeaabaiouit 413, 814, 261 4, 552, 756 1.097 35, 950, 223 1, 057, 704 2. 938 
DER ncendivcghoonechennal 443, 746, 487 4, 809, 641 1. 081 35, 477, 525 1, 043, 071 2. 936 
TE cnc ccdcbébhacecahananl 428, 736, 962 4, 643, 517 1.080 33, 649, 706 976, 178 2. 896 
MP itcvcsdibaepucccabdeened 432, 915, 185 4, 691, 147 1.081 31, 601, 342 902, 2. 850 
RE eee 447, 321, 561 4, 825, 622 1, 076 31, 074, 135 873. 564 2. 808 
DD ccnnstaghibesocvebael 383. 449, 588 4, 083, 242 1. 063 26, 814, 825 729, 470 2.717 
Diccivntusighiewbebbhast 309, 224, 879 3, 254, 668 1.051 21, 894, 421 551, 047 2. 513 
Di ienccshobtabanccabdiivel 233, 977, 009 2, 450, 829 1.046 16, 971, 044 377, 095 2.219 
Pinncocfopsdbncasepenuetl 249, 223, 180 2, 492, 678 . 999 16, 340, 510 329, 342 2.013 
Bi cnacehckdebcccochanine 268, 710, 507 2, 633, 399 . 978 18, 033, 309 346, 325 1.918 
pacuscsdabShvowsnsh str’ 282, 036, 932 2, 790, 551 . 988 18, 475, 572 357, 905 1. 935 
PcnscchessndeosowbGanheu 339, 245, 826 3, 308, 541 - 974 , 421, 009 412, 379 1. 838 
i tintesctatagsusmeb dete 360, 620, 269 3, 377, 908 - 935 24, 655, 414 442, 809 1.795 
Bi cocechubthvocacebateed 290, 084, 371 2, 858, 077 - 983 21, 628, 718 405, 883 1. 875 
nacccdbubsheccscepaect 333, 12 3, 251, 096 - 973 22, 651, 334 416, 903 1. 839 
DP Rscccudchtipocccus sua 373, 253, 197 3, 537, 150 . 945 23, 762, 359 417, 269 1.754 
DB insccdaathccecapaientl 475, 072, 001 4, 447, 568 - 935 29, 350, 229 514, 687 1. 7538 
Di incanmwbsadebootioswdatnll 637, 503 5, 944, 345 - 932 53, 658, 615 1, 028, 186 1. 916 
kin cabchddbnoenubeuan 727, 075, 495 6, 782, 463 . 933 87, 819, 503 1, 652, 868 1. 882 
i incnantaeatbacccasteas’ 737, 6, 998, 615 . 949 95, 549, 090 1, 790, 305 1. 874 
i inccas$ehdibenceabanded 681, 000, 757 6, 533, 767 - 959 91, 717, 226 1, 716, 379 1. 871 
ves sctctcbdbasscbabend 591, 982, 472 5, 786, 556 . 978 64, 673, 453 1, 259, 169 1. 947 
Sin ccnbscevdinconhaiehel 654, 7, 041, 185 1.076 45, 920, 576 963, 322 2, 097 
ds cudciciiscnnakhouee 637, 916, 742 7, 976, 285 1. 251 41, 179, 040 964, 303 2, 341 
ics thdbchckdGecseh steps 526, 500, 7, 048, 240 1. 339 35, 094, 501 860, 744 2. 452 
PE nsicadbtibeconcbsciu’d 588, 577, 756 7, 817, 263 1. 329 31, 760, 001 813, 417 2. 561 
TN iiiccchsbskssocsepachee 646, 620, 439 8, 634, 101 1. 336 34, 613, 546 900, 310 2. 601 
ES ER 614, 753, 676 8, 788, 635 1. 430 34, 009, 986 906, 185 2. 664 
DE ascnbdastheksccandesue 605, 813, 437 8, 950, 522 1. 478 31, 655, 134 841, 962 2. 660 
0 RS Ee eee 549, 258, 800 7, 797, 885 1. 420 29, 286, 008 767, 283 2. 620 
Pbasccchutduebccscpsunue 623, 614, 866 8, 538, 286 1. 370 28, 525, 744 742, 945 2. 604 
Pe itigsebscdrcsepedbudece 647, 077, 041 8, 951, 423 1. 383 28, 184, 928 756, 582 2. 684 
Baan padbsusicccr cise 618, 100, 000 8, 928, 524 1.445 | 1 25, 900, 000 735, 339 2. 839 
1 Preliminary. 


ec? Interstate Commerce Commission, Statistics of Railways in the United States, Statements M-100 
an ~220. 
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Exursit No. 8 
Net income—Clase I line-haul railways, 1921-57 








Net income 
Year Year 
Index 
Amount (1921=— 
100) 
Thousands 
SEED adic te woasebubtbucoansniva $313, 563 BIND 1 Rin nandd cn cccdeshiedwstiesl $188, 851 60.2 
Se iikcike dl miechiicaigiuakiehsesiawhntdloat 369, 573 SEED tl Wtlntccteccesndebbaccsahoans 499, 765 159.4 
onal tnnendit tiamacaittiel 554, 995 FICO Th Wik acebathanscdsdbaannteneds 901, 713 287.6 
Tn captidvens}baibsanunbuio 558, 466 EARS. fh Diino wehddinancdsdnsestuane 873, 478 278.6 
Pe catibnascastalineocabuwadl 700, 831 GES Ui Wie oc akcipcnccdcbdtncvcduceb 667, 188 212.8 
EE a 7 ee See 809, 054 SEO Nh WW cece ced tioincdived 450, 434 143.7 
Se bicicihut tinatcietanhe-aesamabicltiiies 672, 900 Se Wicca co diendiastinccecdsses 287, 139 91.6 
SG dicetiisdeudcibransekdans 786, 824 BS Th Bie acccbcbeotccassdibensadssba 478, 875 152.7 
Gaabahid taerasdadpscccabvcte 896, 807 ol Oe ee 698, 057 222. 6 
a ee eee 523, 907 167.1 Wi ncchddigenhodvatdinnctanes 438, 158 139.7 
ch cence eh tie a eae eet 134, 762 GO Hi Static ciidibccwndesdinnumdbesda 783, 572 249.9 
EE ae —139, 204 |........ RS RE & a 693, 176 221.1 
BOs Sethiduncesgcsbacconhewes —5, 863 |........ Wiitettatsiticakmesiaihenasdthek 825, 396 263. 2 
i icsteciabsascsinssibaint tenchihalenedliparaaas —16, 887 |....---- WE ccnbitabccsencadendedused 903, 227 288.1 
a il 7, 539 2h. © TE TEE os anal nnbbictcstativaitinsebaddethe 681, 690 217.4 
an i eect teint tinea al 164, 630 Oh © i scien tcctamatndinietaicatnadiaed 927, 122 295.7 
Wk ccctendds docetebacdicskie 98, 058 SRE AS BR 279.5 
SS OS eee —123, 471 |...-.... WSF ou cdalcscnssiccacdinbeutes 733, 998 234.1 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statement M-125. 


Exureit No. 9 


Mileage of line-haul steam railroads operated by receivers or trustees at various 
dates, 1895-1956 


Miles ofroad | Total miles | Percent of 
Miles of road | Miles of road | operated by | of road oper- | total mileage 
Year ! operated by | operated by | bothreceivers} ated at close | operated by 
receivers at trustees at | and trustees | of year (all | receivers or 
close of year | close of year | atcloseof jline-haulcom-| trustees 





year panies) 
Si pcducnshapntedahacninhsthgecal SUG Oe Eon nsiceneeaue 37, 855. 80 177, 746 21.30 
ibis x<msdnhweeuantiniuses cine’ & Gri ee Enc nedncouenes 4,177. 91 192, 556 2.17 
BD citasonchehabutlthabvcauotmmad Ge Tess... badee 795. 82 216, 974 .37 
Tis chidane nbubbiess Joka diame ¢ IE Bate os anton ctemen §, 257. 03 240, 831 2.18 
Pl ntiidntioch thie mintenentes cilemesd SOE Enaouaiuceonead 30, 223. 05 257, 569 11. 73 
SE sone cbehetiedinirsa= <p> Gaede MER EE Yoo). cbdenwarkes 16, 290. 17 259, 941 6.27 
bb Sédectbuukegeusvcedcddensee ie 3 ree 18, 686. 99 258, 631 7.23 
I bth tio nsteniees dubsdenshegumge’ DEE Bdonn max cihahecs 9, 486. 28 260, 440 3. 64 
Se iiieinteinsirocccdennlditnin wana nditieibibeth 15, 920. 00 52. 425 68, 345. 00 252, 930 27.02 
ns opachqanaenaslitan a 11, 658. 00 63, 612 75, 270. 00 245. 740 30. 63 
SP Etinekenh quakes nconwkde heme 5, 088. 00 34, 626 39, 714. 00 239, 438 16. 59 
DG cide Aare tecedhibabiicd a ae ntdnipente 638. 00 11, 585 12, 223. 00 236, 857 5.16 
i as as craves aetieauiaateetiimied 441.00 1, 497 1, 938. 00 233, 955 83 
Bou ccscush dui ds sackndedaed 982. 00 612 1, 594. 00 233, 509 - 68 


1 As of June 30, 1895, to 1915, inclusive. As of Dec. 31, 1920, to 1956, inclusive. 
Source: Annual report of Interstate Commerce Commission, 1957, Appendix O, p. 170. 
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Exursir No. 10 


Number of carriers showing annual net incomes or deficits—OClass I line-haul 
railways, 1929-57 





Number with— Number with— 
Year Year 

Mi ininedatinmamsniboeds cus 124 104 20 a 
PR ncdektiindibbds<ssees6 125 88 et Och died ce bagoosknaann 
Si necdetiiniilinsnconecn 124 57 67 he eee. i ee 
Pi icbadulihaudilincosseedy 124 34 90 id ck atibeebiie, ne 
i Mivndsttkiuddinaachenen 123 48 75 0 Se ee ee 
i sedsdiiinkiivorntne nt 124 46 78 2 ee 
sic coctn dill Athen 0 snshienthi 124 56 68 NE os dicks ual ohh Gilabie mca 
SR ciemsisibithheS Bin wathediaias 122 65 57 REESE eee 
SE cise ibeie tls Dsus dindineg 120 61 I ok ican leksin nce 
NE wantsik Gin lille oniuiins 120 50 TI pe a i 
lhl it aan cialis 118 68 50 NR 
ESSE 116 74 42 Rin aii ok 
Tl nntpdtsntitienadinnt 116 93 I I a a 
i inieitiiindidinis mete Gon 118 108 10 ieee ee i 
enact Abin dbtine ombanun 126 114 12 


Source: Information in Carriers’ Exhibit 6, 1948, Nonoperating Railway Employees’ case, and Interstate 
Commerce Commission, Statements M-125. 


ExursirT No. 11 


Rate of return, based on capital stock and net income ’—All steam railways in 
the United States, 1921-56 


Year Capital Net income Rate of 
stock ! return 


Thousands Thousands Percent 











ere AOI S stan DAS OO kT NCO pam 8 ie Ba 2 bees $6, 673, 424 $350, 540 5.3 
(alban IN al* LAS LCRTR ACORE N AE. 6, 751, 350 434, 459 6.4 
(taal ia st IBD os AE A AR ER BSL 6, 847, 048 632, 118 9.2 
alr ee gee eet. LL chim ih sce ances 6, 805, 830 623, 399 9.2 
lak ee ee ee Li alee ee eBid wnlesshidiigsNitbasadeiskealed 6, 885, 437 771, 053 11.2 
i scca Seatac naasseck sos gdGpagisesweccanccssdeneaboocanenece 6, 830, 465 883, 422 12.9 
Eee Middle sits bacbed,Akihoatiunaid-tmeiaa 6, 756, 046 741, 924 11.0 
Ot en ke ee add 7, 084, 045 855, 018 12.1 
TT nn ne ne eae seen 7, 212, 586 977, 230 13.5 
ceed aE Ge hin kee Rab uahiescncenas cundbionen 7, 185, 499 577,923 8.0 
5 a tas A ee ae 7, 111, 029 169, 287 24 
Tn iodo 7, 057, 936 121, 690 j......:....- 
ck Ee el ee 7, 174, 773 26, 543 4 
GEE OR RRR ie Rs I ha 7, 038, 963 23, 282 3 
bic adetien eotncnanaduhntene Be eps iitisicctaaianae ae 7, 001, 706 52, 177 .7 
sk a i al ew ade eee 7, 095, 196 221, 591 3.1 
cet ee LT ee ee 7, 068, 863 146, 351 2.1 
RARE TE 2 RR AE LN TN il NB 8 7, 022, 845 87,408 |.......<-.-. 
a ha ook eee ee oT Nae deen 6, 990, 933 141, 134 2.0 
SSRI A = RE a RE MA A 7, 020, 559 243) 148 3.5 
ac eee cde date ete Recsacab oe nenccomctdeteors 7, 004, 290 557, 672 8.0 
eel tia cE tl cea eatin, nepegiscinisalinimeoianivws 6, 960, 517 992) $43 14.3 
a 6, 921, 057 946, 150 13.7 
NIE) 5 scsi cieughnaupannteeiteeeioetbiratins bee oencee ne 6, 964, 336 733, 461 10.5 
th ana caslpcsllihaats 0) ullaiaeueh, MAL. melanlsmemel wetnennil 7, 007, 707 502, 250 7.2 
Re een eee eat anlseteeene 7, 013, 558 334, 966 4.8 
Te aah 7, 001, 804 537, 405 7.7 
a ee cnananemgumadanial 6, 915, 155 767, 949 1.1 
a sc unhommatignetiicana 6, 917, 979 496, 103 7.2 
LMA EAN TARE PE 6, 979, 630 854, 951 12.2 
a cndenaliiibeddashacnesdacts 6, 998, 197 757, 934 10.8 
Te necscompiaeiianio® 7, 040, 748 900, 472 12.8 
ke ea ee aciauesiviesiphaabainaiea 6, 975, 519 939, 887 13.5 
Ta a caseaninndelincens 7,015, 507 712, 252 10.2 
Sil cn Naisinincahvaabinnaaiaaleion ss its aad dieh, Sane ala 6, 796, 000 958, 849 14.1 

6, 575, 000 908, 416 13.8 





1 Btock in the hands of the public, not held by railway companies. 
Source: Interstate Commerce Commission, Statistics of Railways in the United States. 
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Exurert No. 12 


EXCERPTS FROM STATEMENTS OF J. M. SYMES, PRESIDENT, PENNSYLVANIA Rali- 
ROAD Co. BEFORE PRESIDENT’S HMERGENCY Boarp No. 106* anp TO STOCKHOLDERS 
OF THE PENNSYLVANIA Rar~roap Co. IN ANNUAL REPORT FOR THE YEAR 1954 


AND AT STOCKHOLDERS’ MEETINGS * 


Before Emergency Board No. 106 


In 1954 annual report and at stock- 
holders’ meetings 


RAILROAD FINANCIAL POSITION 


I have indicated that my railroad ex- 
perience covers a span of about 38 years. 
I have seen many changes take place in 
the industry during that time, and I 
have seen some very serious problems 
eonfronting it—but I must say, in all 
fairness to this case, that I have never 
visualized such a gloomy outlook of the 
future as appears on the horizon today. 
(P. 1753.) 


+ am a 


I have portrayed, as briefly as pos- 
sible, certain salient features of the 
Pennsylvania Railroad—as to its physi- 
cal size—its capacities—the area it 
serves—the amount of traffic it han- 
dles—the revenue it takes in—its cost 
of doing business—its low earnings, as 
related to gross revenue and invest- 
ment—its employment—and other fac- 
tors, pertinent to a better understanding 
of the testimony I am about to present. 

These figures should indicate that, be- 
eause the Pennsylvania Railroad repre- 
sents such a large part of the industry, 
it is bound to be more or less typical 
thereof. (P. 1759.) 


* * % 


I now wish to discuss the recent de- 
cline in railway traffic, and the pros- 
pects for the year 1954. I would also 
like to give you some idea of the extent 
to which the Pennsylvania Railroad is 
prepared for the anticipated decline in 
trafiic. 

Perhaps I should say I wish to dis- 
cuss the extent to which we are unpre- 
pared for the anticipated decline in 
traffic—and, in this respect, I think 
our situation is typical of most Ameri- 
ean railroads. This subject, it seems 
to me, is of great importance in de- 
termining the wisdom of granting de- 
mands, of organizations representing 


1 Fifteen Cooperating Railwa 
Il. Transcript, vols. 13 and 
executive vice president of the railroad.) 

*Annual R 


58, 
March 17, 1955, and May 11, 1955. 


PENNSYLVANIA ROAD’S PRESIDENT CALLS 
OUTLOOK THE BEST IN 8 YEARS 


Annual Report Expresses Regret That 
Better Results Couldn’t Be Produced 
For Last Year 


PHILADELPHIA.—“We are more opti- 
mistic going into 1955 than at any time 
in the past 8 years,” James M. Symes, 
president of the Pennsylvania Railroad, 
told shareholders in the annual report. 
His statement followed an expression of 
regret that “the board of directors, the 
officers and employees of the company 
* * * were not able to produce better 
financial results for the stockholders in 
1954.” 

The Nation’s largest railroad pre- 
viously reported 1954 net income of $18,- 
500,000, equal to $1.41 a share, on gross 
revenues of $848,800,000. This was off 
sharply from 1953 net of $38,800,000, 
equal to $2.95 a share, on gross of 
$1,034 million. But the 1954 results 
represented a substantial comeback 
from early months of the year, when a 
sharp drop in revenues resulted in net 
deficit for first quarter of $10 million. 


Faworable factors listed 


Consolidated income of the Pennsyl- 
vania Railroad System for 1954 was 
$28,259,519, equal to $2.15 a share, com- 
pared with $47,254,664, or $3.59 a share, 
in 1953. 

Mr. Symes based his optimistic out- 
look on the following factors: 

Extraordinary expenditures required 
to rehabilitate the property after their 
“overloading and overworking” in 
World War II are behind the Pennsy. 
“Instead of a billion-dollar program in 
a 6-year period, our costs for improve- 
ments and new equipment will be on 
a reduced basis and more nearly normal 
in the years ahead,” he stated. 


Labor Organizations: 1958-54 Rules Case, Chicago, 
4, February 22 and 23, 1954. 


(Mr. Symes was then 


ort to Stockholders, February 23, 1955; Wall Street Journal Reports, 
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RAILROAD FINANCIAL 


railroad employees, which would con- 
tribute materially to our operating 
costs. 

The figures which I shall present will 
also be helpful to you in judging our 
ability to pay such demands, in the 
light of current conditions. 

In presenting this material, I propose 
to Compare the decline in traffic that is 
expected in 1954, as compared with 
1953, with the decline in traffic in 1930, 
as compared with 1929. * * * (Pp. 
1874-1875. ) 


You all remember the seriousness of 
the 1930 depression. I am not trying 
to say that we are going into anything 
like that now—but there is evidence to 
indicate that we are going into a de- 
pression or recession—whatever we 
want to call it—of about 50 percent of 
the severity of the 1930 one—insofar 
as ton-mile volume of traffic in our rail- 
road is concerned. But that is a very 
serious situation now—because we are 
just not in position to stand it—even 
though it might be only 50 percent as 
severe. 

I am now going to show why we are 
not in as good a position to stand an 
abrupt decline today as we were in 
1930. * * * (P. 1880.) 
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In 1954 annual report and at stock- 
holders’ meetings—Continued 


POSITION—continued 


“The business recession that depres- 
sed our volume sharply in 1954 has been 
reversed and the present trend is en- 
couraging. 

“The present administration in Wash- 
ington has recognized the national need 
for strengthening common carrier trans- 
portation—and the chance for correc- 
tive legislation seems better than at any 
time since the end of World War II.” 


® * * 


Brimming with optimism, the annual 
report carried tables that compare 
Pennsy operations with other eastern 
railroads. Claiming new records in 
gross and net ton-miles per train-hour 
and in cars per engine-hour in yard 
operation, the report stated, “By each 
of four yardsticks for measuring the 
efficiency of freight operations, the 
Pennsylvania is substantially better 
than the average of other eastern 
railroads.” 


Source: Wall Street Journal, March 17, 
955, 





PENNSY ROAD NET IN FIRST 4 MONTHS 
BEST IN 10 YEARS 


Profit Topped $11 Million in Period, 
Against Deficit of $3,375,000 Last 
Year 


Dissidents’ group formed 

PHILADELPHIA, — Pennsylvania Rail- 
road’s operations for the first 4 months 
this year will produce net income of 
more than $11 million, compared with 
a deficit of $3,375,000 for the like period 
last year, James M. Symes, president, 
told the annual meeting. 

The net income equals 85 cents a 
share. Mr. Symes said earnings for the 
4 months are the best for any such 
period in the last 10 years. For the 3 
months ended March 31, 1955, Pennsy 
had net income of $7,112,000, or 54 
cents a share. 

“We now estimate that gross reve- 
nues for the 4 months will be up about 
$6,750,000 or about 2% percent,” Mr. 
Symes said, adding that operating ex- 
penses for the period will be down 
nearly $9 million. Pennsy’s gross reve- 
nues for the first 4 months of 1954 
totaled $278.5 million. 





_S Fae FF 


' ~—  S wr w 


- oF 


-_ + / fh 


r 
. 
3 
' 
¥ 


PROBLEMS OF THE RAILROADS 


Before Emergency Board No. 106—Con. 


2041 


In 1954 annual report and at stock- 
holders’ meetings—Continued 


RAILROAD FINANCIAL POSITION—continued 


The ‘road set up its 25-cent quarterly 
dividend rate this year “with the hope 
that it will be supplemented by an 
extra dividend at the end of the year, 
dependent, of course, on estimated re- 
sults for the year, plus an appraisal of 
the future,” Mr. Symes reported. 

More than 1,000 shareholders at- 
tended the annual meeting in the ball- 
room of the Bellevue-Stratford hotel. 

Recalling that he had expressed op- 
timism for 1955 at the outset of the 
year, Mr. Symes declared, “It now 
appears that some of our reasons for 
optimism are beginning to show in 
actual results.” 

“Business is on the upturn and we 
believe it will continue at a fairly high 
level during the year,’ he said. For 
the first 4 months Pennsy’s freight 
business was up 10 percent over the 
like period a year ago as expressed in 
net ton-miles. Passenger business de- 
clined 5 percent for the same period, he 
said. Pennsy’s passenger deficit, while 
down from the level of a few years ago, 
“remains a major problem to our com- 
pany,” Mr. Symes commented. 


Source: Wall Street Journal, May 11, 
1955. 


FUTURE ECONOMIES 


“Now I would like to summarize what 
I have said with respect to the diesel 
locomotives. I have told you of the 
large economies they have produced to 
our industry. How these economies 
have been used to offset the higher costs 
of operation, as the result of wage in- 
creases and improved working condi- 
tions for the employees as well as the 
inadequacy and lag in authorized rate 
increases. Of the large amounts of 
money that are still due on the install- 
ment buying of the diesels themselves— 
how regulatory bodies seem to think 
that diesel locomotive economies will 
pay increased wage bills and eliminate 
the necessity for increased rates—how 
we are increasing our future mainte- 
nance liability in these comparatively 
new locomotives as they grow older— 
how we have just about reached the 
end of procuring additional economies 
from extended use of diesels because of 
our present high ownership—the fluc- 
tuations that occur in traffic from 
month to month adversely affecting 
utilization, and the expected lower 
volume of business going into 1954. 


FREIGHT SERVICES 


New records were set in gross and 
net ton-miles per train-hour, and in cars 
per engine-hour in yard operations. By 
each of the four yardsticks for measur- 
ing the efficiency of freight operations, 
shown in the charts at the left, the 
Pennsylvania is substantially better 
than the average of other eastern 
railroads. 

Elapsed time was reduced for a num- 
ber of scheduled freight trains, par- 
ticularly in through east-west services 
between New York and Chicago and 
St. Louis. Terminal operations were 
improved by revising classifications and 
train makeup to allow “overheading” 
certain yards. The most important in- 
novation of the year, however, was the 
inauguration of Pennsylvania Truc- 
Train service for highway trailers, 
which is commonly called “piggy 
back.” 


Source: Annual report, 1954, p. 12. 
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In 1954 annual report and at stock- 
holders’ meetings—Continued 


FUTURE ECONOMIES—continued 


“Don’t let anyone be fooled that 
future additional economies from the 
extended use of diesel locomotives will 
again bail us out of our financial diffi- 
culties. That honeymoon is just about 
ever. Unfortunately, there are no 
other new major improvements now 
appearing on the rail transportation 
horizon that will produce economic 
changes, such as have been possible 
with the diesel locomotive in the recent 
past.” (Pp. 1778, 1779.) 


PASSENGER SERVICE OUTLOOK 


“While the exhibit I have just ex- 
plained portrays the picture of the entire 
passenger train operating results over 
a period of years, I would like to show 
further the seriousness of the losses of 
passenger volume during the past sev- 
eral years—and what the picture looks 
like for 1954, and for that purpose I 
refer you to the next page, page 10 of 
my exhibit. If you will look at column 
2, you will see the number of passenger- 
miles handled by months during 1951. 
The same information is shown for 1952, 
in column 3, with percentage increases 
or decreases, compared with the same 
months of 1951, in column 4. It will be 
noted that the decreases for the year 
1952 was 1.9 percent as compared with 
1951; that is on the bottom line of col- 
umn 4. Starting with increases early 
in the year, these declined steadily from 
February on, becoming a decrease in 
June, growing much more pronounced 
during the latter part of the year, as 
will be noted. 

“Columns 5, 6, and 7 show the same 
information for 1953. It will be noted 
that the decrease, as compared with 
1951, was 10.8 percent—and, as com- 
pared with 1952, the decrease was 9.1 
percent. Column 8 shows the passenger- 
miles we estimate will be handled in 
1954, with percentage changes shown in 
columns 9, 10, and 11. It will be noted 
all the changes are decreases, with 1954 
5 percent down from 1953 as indicated 
on the bottom line of column 9. 

“There is no stopping of this down- 
ward trend. The population of this 
country, and its travel habits, have in- 
creased enormously over the period of 
years, but, unfortunately, the railroads 
have not only failed to participate in 


” % a 


“We have made substantial progress 
in the economics of our passenger oper- 
ations, and with new plans for both im- 
proving the quality and lowering the 
costs of passenger cars, the prospects 
for further advancement are promising.” 

ed ae ak 

Source: Annual report, 1954, p. 5. 


PASSENGER SERVICE 


A major improvement in the financial 
results of passenger operations was evi- 
dent in the reduction of $12,900,000 in 
the passenger deficit, in spite of in- 
creased wages and other costs. 

According to the Interstate Commerce 
Commission formula, the passenger def- 
icit for the Pennsylvania Railroad was 
$43,700,000 in 1954, compared to $56,- 
600,000 in the relatively more prosper- 
ous year of 1953. This formula allo- 
cates an increasing share of overhead 
and other joint expenses to passenger 
operations when freight business de- 
creases disproportionately. 

A comparison of expenses to revenues 
for 1954 produces a passenger-operating 
ratio of 114 percent, one of the lowest 
for any major passenger railroad. Fur- 
ther improvement in this passenger 
operating ratio is expected in 1955. 


* * a 
Source: Annual report, 1954, p. 15. 


NEW TRAINS 


Passenger equipment of revolutionary 
new design is now being built and the 
first of these trains will be tested on 
the Pennsylvania Railroad in 1955. 
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PASSENGER SERVICE ouTLOoK—continued 


that growth, but are now actually de- 
elining in their own year to year 
volume.” (Pp. 1786, 1787.) 


To improve results of passenger oper- 
ations at present levels of railroad 
passenger fares, capital investments 
and maintenance and transportation 
costs of passenger equipment must be 
reduced substantially. To achieve such 
reductions and still offer improved com- 
fort, speed, and attractiveness, with un- 
diminished safety, is an engineering 
challenge to the railroads and to the 
car-building industry. 

A committee of engineers, represent- 
ing six of the large passenger railroads, 
was appointed to study every type of 
existing and proposed passenger coach, 
both here and abroad, and to submit 
recommendations for achieving the ob- 
jectives mentioned above. The reports 
of this committee have been of great 
value and several car builders are now 
separately and competitively trying to 
design trains of generally similar types 
to achieve the desired objectives. 


Source: Annual report, 1954, p. 16. 


FUNDED DEBT 


“The left third of the sheet indicates 
the bonded-debt situation. Look down 
the line of maturities in column 2. If 
these maturities were uniformly spread, 
it would be bad enough, but as you see 
with the 1960 bulge going up to about 
$64 million, and the 1965 bulge going 
up to $116 million—you can very well 
appreciate what we are up against. 

“Then look at the carrying charges 
on that debt—the interest, shown in 
column 3. These are staggering figures. 
During the next 20 years, we have ma- 
turities coming due, to the extent of 
$423 million, as shown at the bottom 
line of column 2—interest, of over $429 
million, as shown at the bottom line of 
column 3—a total, of maturities and 
interst, in the amount of $853 million, 
as shown on the bottom line of column 
4, 

“Now, let’s look at the middle portion 
of the statement—involving equipment 
obligations. Again, a very sizable fig- 
ure—and, during the next 16 years, it 
amounts to over $351 million in maturi- 
ties, as shown in the bottom line of 
column 5—about $60 million in interest, 
stated in the bottom line of column 6— 
or a total of more than $411 million, 
shown in the bottom line of column 7. 


21278—58—pt. 4—-—5 


* * * 


The amount of debt, and the annual 
charges to support it, both of which 
were increasing from 1948 to 1952 are 
now decreasing, and substantial further 
reductions in both are scheduled each 
year in the immediate future. 


* * * 
Source: Annual report, 1954, p. 5. 


DEBT REDUCTION 


During 1954, the debt of the system 
was reduced by $52,391,000. In 1953 
the reduction was $30,693,000. These 
2 years mark a significant reversal of 
the increases in debt during the earlier 
post-war period which accompanied the 
billion-dollar improvement program de- 
scribed in detail in last year’s annual 
report. Funds for this reduction were 
obtained primarily from two sources— 
depreciation cash and proceeds from 
the sale of property and other assets. 
The largest item in the latter was the 
sale of our stock interest in Pennsyl- 
vania Greyhound Lines, Inc. The net 
reduction in debt in the last 2 years, 
amounting to approximately $83 mil- 
lion, will result in reducing fixed 
charges by more than _ $2,500,000 
annually. 








2044 


Before Emergency Board No. 106—Con. 





PROBLEMS OF THE RAILROADS 


In 1954 annual report and at stock- 
holders’ meetings—Continued 


FUNDED DEBT—continued 


“Then put the figures together, as 
shown in the right third of the state- 
ment. This is really something quite 
serious, for the management of the 
Pennsylvania Railroad, to be concerned 
with. 

“It shows that, during the next 20 
years, we will have maturities of about 
$775 million, shown on the bottom line 
of column 8—debt interest, of over 
$489 million, shown on the bottom line 
of column 9—or a total of $1,264 mil- 
lion stated in the last line of column 10. 

“Look in column 10, how it pyramids 
to over $122 million in the year 1960— 
and that is only 6 years away—and on 
up to nearly $155 million in the year 
1965 which is just 5 years later. Every 
time I look at this statement, I become 
somewhat jittery—and this is particu- 
larly so as I look back to compare the 
present situation with previous years.” 
(Pp. 1848-1850.) 


WORKING 


“TI now would like to refer you to 
page 45 of my exhibit. This statement 
indicates the trend of the working capi- 
tal of the Pennsylvania Railroad. 

“Line 3 shows working capital—the 
figure we are much concerned about. 
See the downward trend here—a drop 
of 27 percent, frem $147 million at the 
end of 1948, to $107 million at the end 
of 1953—and on down to the $84 million 
we expect to reach by the end of 1954. 

“The next line indicates percent of 
working capital to total railway oper- 
ating revenues. Again, look across the 
sheet and note the downward trend. 

“Line 5 shows materials and supplies ; 
while the amount invested therein to- 
day is almost the same as it was 6 years 
ago, because of inflation the materials 
in the inventory are actually less. 

“Incidentally, while it is customary 
accounting procedure to include mate- 
rials and supplies as a part of working 
capital, the practice would seem open 
to question in our industry, the railroad 
industry. 


The only trust certificates issues were 
series BB for $5,265,000 sold under com- 
petitive bidding at 2%4 percent interest. 
Proceeds provided 75 percent of the cost 
of 33 diesel-electric locomotives and 320 
freight cars. 

A total of $33,908,000 of equipment 
obligations was paid or reacquired, re- 
sulting in a net reduction in equipment 
debt of $28,531,000. Bonded debt paid 
or reacquired during the year amounted 
to $23,860,000. 

Over the next 5 years, debt maturities 
will average $43 million a year. The 
major portion of these maturities is 
represented by equipment obligations. 
Cash generated by equipment deprecia- 
tion charges, which amounted to 
$35,482,000 in 1954, will exceed existing 
equipment maturities each year. In 
1960, payment of $49 million Pennsyl- 
vania Railroad consolidated mortgage, 
414 percent bonds, is due. 

The outstanding amount of Pennsyl- 
vania Railroad general mortgage, series 
A, 4% percent bonds, due in 1965 has 
been reduced from $125 million to less 
than $100. 


Source : Annual report, 1954, pp. 10, 11. 
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WORKING CAPITAL—continued 


“With most industries, materials and 
supplies represent either inventory of 
raw materials—to be fabricated—or 
inventory of finished materials—await- 
ing shipment. In either event, it is 
something that will be turned into cash 
in the normal processes of the business. 

“With a railroad, materials and sup- 
plies represent an inventory of parts 
and materials necessary to protect its 
operation. Like the spare tire on your 
automobile, it does not represent some- 
thing that will be turned into cash, 
through sale, in the normal process of 
the railroad’s business operations. We 
sell, the railroad sells, only a service— 
transportation. 


Actual comparative working capital at 
end of years, 1953 and 1954, as derived 
from annual report, p. 29 


1953 1954 
Current assets__- - .-- $283,927,000 $265, 551,000 
Current liabilities!.... 176, 660, 000 158, 466, 000 
Working capital_....-- 107, 267, 000 107, 085, 000 


Percent working capi- 

tal to railway opera- 

ting revenues (per- 

DE cidencidttalnse 10.4 12.6 
Materialsand supplies. $69,091,000 $63,851,000 
Working capital less 

materials and sup- 

Me a $38,176,000 $43, 234,000 
Percent working capi- 

tal less materials and 

supplies, railway op- 

erating revenues (per- 

OOM) . ss cacdetntcen on 3.7 5.1 


1 Includes equipment obligations and bonded debt 
maturing within 1 year and sinking fund require- 
ments. 


REVOLVING BANK CREDIT 


As insurance against any temporary 
financial emergency, arrangements were 
made with a small group of banks for a 
2-year revolving bank credit of $50 
million. To date, no funds have been 
borrowed under this arrangement, and 
no immediate use of the credit is 
contemplated. 


Source: Annual report, 1954, p. 11. 


“Line 6 shows working capital, after 
deducting materials and_ supplies. 
Thus, it presents a much truer picture 
of the situation, than does line 3. 

“Note the decrease, here, from 1948 
to 1953—over $39 million, from $77 mil- 
lion to $38 million, or 51 percent. Note, 
further the figure we expect this to 
decline to in 1954, as shown in column 
8—$19 million—a 50 percent decline 
from the very low figure reached in 
1953. 
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WORKING CAPITAL—continued 


“The last line, No. 7, shows the per- 
centage of working capital, less mate- 
rials and supplies, to total railway op- 
erating revenues. 

“That is actually a more realistic 
figure to compare with percentage of 
working capital to volume of business 
for industry in general, as shown on 
page 44, the one I referred to, column 7. 

“It will be noted, when such a com- 
parison is made, that the 5.8 percent 
obtaining on the Pennsylvania in 1952 
is less than one-third of that for steel, 
the lowest industrial group shown— 
only one-sixth of that for the drug in- 
dustry, the highest group shown—and 
less than one-quarter of the 24.65 aver- 
age for the industrial groups shown, as 
a whole. 

“Furthermore, the current trend is 
definitely down. Note that 1953 showed 
a 36 percent reduction under 1952— 
and that the 2.0 percent estimated at 
the end of 1954 will represent a further 
decrease of 46 percent.” (Pp. 1856- 
1859.) 


COMPETITION 


* * * 


“I have outlined the seriousness of 
the freight situations from the stand- 
point of results—and how subsidized 
competition is also rapidly moving into 
that field of operation. How we are 
failing to participate in the traffic 
growth of the country—and the reasons 
for this unsatisfactory situation. How, 
because of subsidized competition, we 
are not in a position to raise rates to 
meet increased costs without damaging 
results in the way of loss of business. 
What we are attempting to do to com- 
mercialize rates in order to hold, and 
possibly recapture, traffic from our com- 
petition.” (Pp. 1990-1991.) 


AND INDUSTRIAL EXPANSION 


s* 2s & 


“The development of Truc-Train serv- 
ice for the transportation of highway 
trailers on specially designed railroad 
flat cars and moved in long-haul, high- 
speed freight trains offers a new source 
of revenue that we expect to continue 
to grow during the next few years until 
it becomes an important profitable addi- 
tion to our business.” 

* * * 
Source: Annual report, 1954, p. 5. 


INDUSTRIAL DEVELOPMENTS 


Research and technological improve- 
ments by industry in the development 
of new products and the new uses of 
raw products and other materials have 
greatly broadened the work of the in- 
dustrial department. Through its abil- 
ity to furnish this type of information, 
as well as facts relating to taxes, labor 
supply, utilities, and similar basic data, 
the company’s department for indus- 
trial development has materially in- 
creased its usefulness to those seeking 
plant locations. 
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COMPETITION AND INDUSTRIAL EXPANSION—continued 


CURRENT 


“T have shown the difference in con- 
ditions going into the traffic decline 
this year, as compared with the traffic 
decline in the early thirties. How our 
property was then in much better shape 
to withstand a traffic decline than it 
is today—a lot of fat in the property 
then—now deferred maintenance. 

“IT have discussed the much larger 
net income obtaining then than now. 
How employees agreed to a substantial 
wage deduction and lay-off days then— 
now they are seeking wage increases. 


The results of the work in 1954 were 
gratifying: 229 new industrial plants 
were located on the railroad with side 
track connections, and 63 existing 
plants with sidings were expanded. 
The new plants are estimated to 
produce $12,300,000 additional gross 
freight revenue annually for the com- 
pany, and the expanded existing opera- 
tions are expected to increase our 
revenue by $5,700,000 a year, a total 
increase of approximately $18 million 
a year. 

Besides the many services offered by 
our industrial department, which are 
essential in helping industry find the 
right sites, there are many natural and 
economic reasons for the location of 
plants in the 13 States and the District 
of Columbia served by the railroad. 
About half of the population and over 
half of the Nation’s income is found in 
this area. Here also are the greatest 
reservoirs of skilled labor and the 
largest consuming markets of the 
Nation. 

Company interests have about 2% 
billion tons of coal reserves, which are 
available for development by industry. 
In one of the reserves areas, mining 
operations have started and negotia- 
tions are under way for the opening of 
additional mines. 

Ready access to coal, and other nat- 
ural resources, an adequate water sup- 
ply, as well as proximity to large 
diversified markets, are of tremendous 
importance to those seeking industrial 
locations. A plant located in any of 
the more than 3,000 communities 
served by the railroad will enjoy these 
advantages. 


Source: Annual report, 1954, p. 13. 


OUTLOOK 


* 

“The Pennsylvania’s business so far 
in 1955 has been on a rising trend. For 
January, the road reported net earn- 
ings of $1,658,000, compared with a 
$2 million deficit in January 1954. 
Road officials say February earnings, 
to be reported next week, will continue 
in the black, and that the outlook for 
the whole first quarter is good. 

“Carloadings for the week ended 
March 12 totaled 97,543, up 12.6 per- 
cent over the like week of 1954. Load- 
ings for the year to March 12 totaled 
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CURRENT OUTLOOK—continued 


I have illustrated how competition was 
not nearly as severe then as now. How 
the employees are presently participat- 
ing in welfare or fringe benefits and 
the cost of these benefits to the com- 
pany. How traffic declines and in- 
ereased costs directly affect the matter 
of equipment. 

“I have shown you the exorbitant 
eosts of the labor issues now before 
us—and expressed my opinion as to 
what the employees are entitled to— 
on a fair and equitable basis. 

“T have emphasized the real serious- 
ness of our plight as reflected in 
operating results for the first 2 months 
of this year—being about $16 million 
worse off now, in the end result, than 
we were for the first 2 months of last 
year. 

“I hope that I have been helpful in 
providing the members of this Board 
with information pertinent to reach- 
ing sound conclusions in this case—on 
a fair and equitable basis—when all 
aa are considered.” (Pp. 1992- 

-) 


917,485 cars, up 6.3 percent over the 
corresponding period of last year.” 


— Wall Street Journal, March 17, 
5. 
* cd * 


“Our public relations and employe 
relations are improving, with result- 
ing better service and courtesies to our 
customers. The morale of all employe 
groups is good, with the management 
teams in each of the cities we serve 
particularly alert to take advantage of 
their opportunities to improve the com- 
pany’s business. 

“With this outlook we felt justified 
in placing the stock on a regular 
quarterly dividend basis. 

“To our employes, and to _ stock- 
holders and investors in our property 
whose support has enabled us to carry 
these developments forward, we express 
our appreciation.” 


By order of the board of directors 


J. M. Symes, President. 
Source: Annual report, p. 5. 





RAILROADS—NEEDS OF THE NATION TEN YEARS HENCE 
By James M. Symes, President, The Pennsylvania Railroad 


(Speaking at a luncheon on September 7, 1955, in celebration of Railroad Day 
at the General Motors Powerama in Chicago, Mr. Symes both asked and answered 
the question, “To what extent can the railroads reasonably expect to participate 
in the transportation requirements of our country?” Following are extracts 
from his interesting reply and address.) 

In 1954 they (the railroads) participated in 51 percent of the total intercity 
freight ton miles—or 557 billion ton miles. If the downward trend in rail 
participation of the past 10 years continued unabated during the next 10 years, 
then by 1965 the railroad would be called upon to handle 650 billion ton miles of 
intercity freight—17 percent more than last year. If the distribution leveled off 
and the railroads maintained their 1954 participation, they would be called upon 
to handle 790 billion ton miles—42 percent more than last year. If the railroads 
were called upon to handle 55 percent of the total tonnage, that would mean 852 
billion ton miles—53 percent more than last year and 14 percent more than they 
ever handled in their history—which was the war year of 1944. 

Now, I, for one, am optimistic enough to believe that 55 percent participation 
by the railroad industry should be the minimum by 1965, and I say that for these 
reasons: 

First, it is finally becoming recognized that the railroads are the truly low-cost 
transport agency in this country, and that it is in the public interest that they 
receive greater freedom to compete for business and something nearer equality 
in the way they are governed, regulated, and taxed in contrast to their competi- 
tors. I think today, more than at any time in many years, the thinking people 
of this Nation are aware of the fact that a strong and progressive railroad 
industry is one of the greatest assets to our peacetime economy—and is ab- 
solutely essential to our national defense. The recent report of the Cabinet 
Committee to President Eisenhower clearly states these facts and proposed 
changes in the national transportation policy to meet the needs of the Nation. 





Source: Association of American Railroads, Railway Digest of Development and Com- 
ments, vol. 10, No. 8, October 1955, pp. 242-245. 
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I am hopeful that we will soon see legislation enacted that will carry out the 
recommendations of that distinguished committee. 

Second, we all recognize the need for a more adequate highway system to allow 
the owners of our increasing automobile population greater mobility. I expect 
this highway system to be built in the coming 10 years regardless of where the 
money is coming from. Also, eventually, and in consideration of that program 
I expect that it will come to be recognized that the better the service the rail- 
roads are equipped to render, the better the service the users of that highway 
system will receive from their expenditures for both highway and vehicles. 

Third, the railroads are more aggressive than ever before in attempting to meet 
the competitive transport situation in this country—both as to pricing and 
service—and with additional freedom that should soon be forthcoming by 
appropriate legislation, should be able to improve their present position. 

Fourth, the establishment of “piggy-back” service will grow rapidly, because it 
it truly in the public interest to take the big trucks off the congested highways 
and move them on the rail highways where there is plenty of capacity to accom- 
modate them. It is also in the interest of safety that this be done. 

Fifth, the beneficial effects of automation are peculiarly adapted to mass 
production, and mass transportation is the biggest asset the railroads have in 
meeting the future heavy demands of transportation in this country and it simply 
must be reckoned with. 

Now, I don’t want to be misunderstood in my prediction of traffic volume 10 
years from now, and in the share the railroads should handle. It is based on 
10 years of peace in this country. If there be an all-out war the figures would 
change substantially and quickly, with an accelerated volume, and the railroads 
ealled upon to handle a much larger share of the total volume, just as was 
necessary during World War II. Quite frankly, as I have said on many occasions, 
transport in this country under war-time conditions could very well be the bottle- 
neck of production during a war-time emergency, and its importance in that 
respect is being overlooked in too many quarters. 

What will the railroads be required to do if they are to participate in the 
Nations’ available freight traffic as I have indicated? Well, everyone knows 
they are going to have to take full advantage of the technological improvements 
that will be available to them, now being commonly called automation, and 
to do this is going to cost a lot of money. The railroads will need considerable 
new rolling stock—cars and locomotives—and much beyond the necessities of 
worn out replacements and requirements for additional traffic. Obsolescence 
is the biggest factor we will have to contend with, so that we can furnish our 
customers with the type of equipment and service they will use and not what 
wishful thinking might like to see them use. Depreciation rates should be 
adjusted to take care of the obsolescence factor in railroad equipment rather 
than too much dependence in its potential service life. 

Railroads will have to be rebuilt and rearranged—removing excess facilities 
not required, of which there are entirely too many, and adding other facilities 
where they will be required. By that statement I mean there will no doubt 
continue to be a redistribution of rail traffic, diminishing on many of the branch 
lines and increasing on many of the main lines. 

I would conservatively estimate that if the railroads are to meet the Nation’s 
transportation needs of the next 10 years, and they are recognized in our 
economy as they should be, they will be called upon to spend $20 billion for 
capital improvements—facilities and equipment—and that is about twice the 
amount’ that has been spent in the last 10 years. * * * 

In summation, let me say to you that if the railroads are going to keep pace 
with the growing needs of our Nation within the next 10 years—and I think 
all recognize the absolute necessity for their doing so under our present econ- 
omy—then they are going to have to be relieved from some of their present 
“shackles” of regulation as brought out in the Cabinet Committee report, they 
are going to have to be able to take full advantage of available technological 
improvements which will involve large capital expenditures but at the same 
time reduce costs, they are going to have to be rebuilt in many instances to meet 
the additional and changeable flow of traffic that will take place, and they are 
going to have to provide new and better types of equipment that will be required 
by the users of the service. 


Source: Association of American Railroads, reer Digest of Developments and Com- 
ments, vol. 10, No. 8, October 1955, pp. 242-24 
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If the highways are going to require $100 billion of somebody’s money during 
the next 10 years for expansion and improvement, don’t you think it makes a lot 
of sense that the railroads be given an opportunity of spending, say one-fifth of 
that amount of private capital, so that they can also keep pace with the growing 
needs of our country, which, admittedly by all, is so essential in both a peace 


and war-time economy? 


Exursir No. 13—D 
The Pennsylvania RR. Co. 


[Trains Nos. 20 and 21—operating results in Ohio, year 1955—as operated—and net annual savings in direct 
train operating expenses obtainable through proposed withdrawal and handling passenger and head-end 
traffic on other presently scheduled east-west trains.] 


Expenses: 


Crew (including vacation allowances 
and payroll taxes): 

Enginemen 

Trainmen 


Locomotive: 
Fuel, lubricants and other supplies_ 
Enginehouse expenses. 

Repairs Suen kd 


TS ss adel tos t oe 


Car: 


Repairs ai wie 
Train supplies and expenses ---._- 


We a scskc.- 5355 34-- 
Total direct expenses._.._..._- 
Pullman car losses assumed 
Dining car deficit 


Total direct expenses, 
pullman and dining car losses... _. 


Revenues: 
Passenger 


Net profit or loss 


Source: Exhibit presented by Pennsylvania RR. in Ohio Public Service Commission hearing, 1956. 


All other-_- 
ME envatan tana nteteme 


Revenue train miles (profit)............_. ‘ 
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Train No. | Train No. Additional Net 
20 21 Total expense on annual 
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Exursit No. 14-D 


The Pennsylvania RR. Co. 


{Trains Nos. 66 and 67—operating results in Ohio, year 1955—as operated—and net annual sav in direct 
train operating expenses obtainable through proposed withdrawal and handling passenger and head-end 
traffic on other presently scheduled east-west trains} 























Train No. | Train No. Additional | Net annual 
66 67 Total expense on| savings 
other trains 
Expenses: 
Crew (including vacation allowances 
and payroll taxes): 
in icnccctmngcdsdnssbad $32, 773 $32, 146 $64, 919 }............ $64, 919 
5 e csbedeieinudemaeds 40, 378 40, 551 ht eee 80, 929 
ee iiicidenaiccdcnth ithe aceknen 73, 151 72, 697 145, 848 |.-.......... 145, 848 
Locomotive: 8 
Fuel, lubricants and other supplies. 34, 878 32, 952 GUT, GEO feencnccecscds 67, 830 
Enginehouse expenses. .---.......-- 11, 980 11, 298 SRO ostdevenatics 23, 278 
DO iiscaeticnentptibinitcnns 56, 258 53, 077 BOR S08 fin 5 cece 109, 335 
PN i a cle ae 103, 116 97, 327 Bee 408 Pesci ends 200, 443 
Oar: = oe 
i iis oc eka hin sine 71, 394 76, 652 148, 046 $83, 736 64, 310 
Train supplies and expenses. ---... 55, 612 59, 708 115, 320 65, 226 50, 094 
TO it tts. J esecickan dawns 127, 006 136, 360 263, 366 148, 962 114, 404 
Total—Direct expenses............-------- 303,273 | 306,384 | 609,657 | 148, 962 460, 695 
Pullman car losses assumed_...--_..~.- 21, 835 18, 805 40, 640 124, 568 1 45, 208 
pe ee oe eee 9, 536 9, 580 19, 116 DU Bain ne ecnchecaeges 
Total direct expenses, including 
pullman and dining car losses__-..- 334, 644 334, 769 669, 413 163, 510 505, 903 
Revenues: a 
i ies andi sin dahil dwwnged 339, 729 209, 079 OU Be Lac cddaaccneicdsccntuuean 
All other passenger-train.............- 102, 865 286, 508 QED Vn opsaicevcdheetasnunesk 
SO aks kos ae cas cnektonken 442, 594 495, 587 UE ee Bae ccc cee cd<cn tobe 
a LS RR Re aren: ~~ 407, 950° 160, 818° SEE, TOS Vo pe scesncscufaessoetenpens 
Revenue train miles (profit). ............-- 94, 170 94, 170 Ss Oe Wn ho ee eee 
1 Credit. 


2 Excess savings are due to elimination of pullman cars’ return movement on other trains. 
Source: Exhibit presented by Pennsylvania RR. in Ohio Public Service Commission hearing, 1956. 
ExHIsiT No. 15 


Revenue passenger miles and passenger service-train revenue—Olass I line-haul 
railways, 1921-56 











Revenue Passenger Revenue Passenger 
Year passenger service train Year passenger | service train 
miles revenue miles revenue 
Thousands Thousands Thousands Thousands 
x. co cssivclin depois etipttns 37, 312, 586 $1, 408, 491 Bite citnsoG-atiinhinmiacragel 22, 651, 334 591, 459 
I on id Salted 35, 469, 962 1 ee, GE Se we catwaccancéecne 23, 762, 359 591, 882 
SRS Ue ee 37, 956, 595 3408, GOGH BOG sec. secssisccxcbe 29, 350, 229 699, 947 
I ss terstiinhte tii quapldetieiiitadh 36, 090, 886 ek Gy Oe Ra bw cdnnccctcendee 53, 658, 615 1, 261, 786 
See ee 35, 950, 223 5 See Te, Sennicbescinancumal 87, 819, 503 1, 955, 419 
| Se 35, 447, 525 $ FUR Fee. Fr Ben oti cBendungacess 95, 549, 090 2, 111, 259 
SN «co meteneiiiaekcert aka 33, 649, 706 SA } 8 eee 91, 717, 226 2, 034, 752 
I inns sincneipsbiiaaicnniindeties 31, 601, 342 Se OEE TE Si einb uncksicthentemenneue 64, 673, 453 1, 519, 229 
SID. «s se ccapalesipdinegidione aioe 31, 074, 135 4 68 2 hee rea 45, 920, 576 1, 280, 049 
Ee Sa 26, 814, 825 5, GS, Ga TF Seid canenttocwcseses 41, 179, 040 1, 315, 215 
ert ere eee 21, 894, 421 TIO) GEE AT BR cbckstetncncnckac 35, , 501 1, 188, 089 
| RRS ee 16, 971, 044 550, 600 || 1960.................. 31, 760, 001 1, 290, 547 
RR a es 16, 340, 510 GI, Ge tien vndcdwimbacouiee 34, 613, 546 1, 333, 983 
RR Aes 18, 033, 309 513, 737 Pe il aknilieeacnnnl 34, 009, 986 1, 378, 694 
Tiss « wqsiiihaseraannaliuiade 18, 475, 572 | GRR. OSD FE Be kiccukcciinesseceun 31, 655, 134 1, 302, 447 
Sha, <i ajcotnindiainiaioaiiadl 22, 421, 009 A fe. . See 29, 286, 008 1, 206, 119 
SET us csaatabintacamaieine 24, 655, 414 623, 741 SS ee 28, 525, 744 1, 162, 933 
TIDE: sxitncsteivaeanciiiehipasisiaiall 21, 628, 718 G06; GE Uh De + Waclintvtenanans 28, 184, 928 1, 177, 448 





Source: Interstate Commerce Commission, Statistics of Railways in the United States. 
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ExuipBit No. 16 


THE OUTLOOK FOR CITY AND SUBURBAN RAIL TRANSPORTATION— 
A SERIES OF ARTICLES APPRAISING THE FUTURE AND MEASURING 
THD RESULTS OF RAPID TRANSIT FACILITIES SERVING CLEVELAND, 


OHIO, AND ITS SUBURBS 


[From Bus ee ee a McGraw-Hill publication, and Passenger Transport, the 
official publication of the American Transit Association] 


(The article is reproduced and faces this page.) 


EXuHIsit No. 17 


Railroad employment per revenue trafic unit—Class I line-haul railways, 


1920-57 


employees 


2, 022, 832 
1, 659, 513 
1, 626, 834 
1, 857, 674 
1, 751, 362 
1, 744, 311 
1, 779, 275 
1, 735, 105 
1, 656, 411 
1, 660, 850 
1, 487, 839 
1, 258, 719 
1, 031, 703 


1, 007, 702 
994, 371 
1, 065, 624 
1, 114, 663 
939, 171 


1, 026, 848 
1, 139, 925 
1, 270, 687 
1, 355, 114 
1, 414, 776 
1, 419, 505 
1, 359, 263 
1, 351, 863 
1, 326, 597 
1, 192, 019 
1, 220, 401 
1, 275, 744 
5, 421 

5, 966 

, 337 

7, 866 

3, 447 

784 





1 Preliminary. 


971, 196 | 


987, 675 | 





traffic 
units 


Thousands 
504, 003, 546 
381, 465, 376 
410, 225, 271 
488, 640, 418 


460, 597, 084 | 


485, 714, 707 
514, 701, 537 
496, 036, 374 
496, 117, 869 
509, 469, 831 
437, 079, 238 
353, 013, 721 
267, 919, 097 
281, 904, 200 
304, 777, 125 
318, 988, 076 
384, 087, 844 
409, 931, 097 
333, 341, 807 
378, 741, 080 
420, 777, 915 
533, 772, 459 
745, 300, 733 
902, 714, 501 
928, 344, 624 
864, 435, 209 
721, 329, 378 
746, 569, 456 
720, 274, 822 
596, 689, 362 
652, 097, 758 
715, 847, 531 
682, 773, 648 
669, 123, 705 
607, 830, 816 
680, 666, 354 
703, 446, 897 
1 669, 900, 000 





| } 
Number of | Revenue Employment 


per million 
traffic units 


$2 $9 $9 29 G9 G9 Go Go Go G0 GO G9 G0 9 ym 
SSRGSRSESSSSSSERES 


wo 
~ 
nt 


et pt eet fret pret rk ee ed BD et fet et Bet et et pet 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statements 


M-300 and M-220. 





yment 
lion 
units 


Ol 
35 
97 
80 
80 
59 
46 
50 
34 
26 
40 
57 
85 
45 
31 
12 
77 
72 


4. 
4. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
2. 
2. 
2. 83 
2. 
2. 
2. 
7 
& 
1. 
16 
i. 
1. 
1. 
2. 
1. 
1. 
1. 
1. 
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1. 
1, 


21278 O ~58 -pt.4 ( Face p.2052) No.1 


WHILE A WHOLE 
all the nation o 
the eastern secti 
15. As the silve: 
on their first ru 
transportation ii 
nation. 

For the Rapid 
tiful . . . and al 
To buy that 
a whopping $3 
thin boa it . 

Although CTS 
of taxpayers’ mi 
penny of that t 
of the riders wh 

Perhaps ever 
$29,500,000 loa: 
$1,800,000 has 
fares from bus 

In other word 
Transit System 
be a live indust: 


For CTS, the 
finish of one o 
the industry hi 
to show just ho 
including abou 
This does not t 


e $30,000,00¢ 
24 


Reprin 
a McGr 
York 3 













se og 
Rit 3 


21278 O ~58 -pt.4 {Face p. 2052) No.1 ~ 


CTS RAPID ROUTE 


showing station locations 
LEGEND 
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The CTS Story 


STATIONS 
Windermere 
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The past made the present... 
... the present makes the future 


WHILE A WHOLE CITY WENT WILD, and with the eyes of 
all the nation on it, Cleveland Transit System opened 
the eastern section of its new Rapid Transit on March 
15. As the silver and blue cars rolled down the tracks 
on their first run, they ushered in a new era of mass 
transportation in Cleveland . . . perhaps in the entire 
nation. 

For the Rapid is big time—it’s modern . . . it’s beau- 
tiful . . . and above all it’s fast. 

To buy that speed Cleveland Transit Systerg spent 
a whopping $30,000,000. But this is the important 
thi aon Sei 

CTS is a municipal operation, not one cent 
of taxpayers’ money went into the Rapid. Every single 
penny of that thirty million will be paid by the fares 
of the riders who use the Rapid. 

Perhaps even more startling is this fact. Of the 
$29,500,000 loan CTS got to build the Rapid, more than 
$1,800,000 has already been paid back—strictly out of 
fares bus and trolley coach surface lines, 

In other words, even without its new Rapid, Cleveland 
Transit System was already showing that transit can 
be a live industry—a good one, and a profitable one. 


For CTS, the Rapid is neither the start nor the 
finish of one of the greatest modernization programs 
the industry has ever known. Here are some figures 
to show just how much CTS has spent since 1943 .. . 


@ $32,703,729 on new equipment and rolling stock, 
about $22,000,000 for 1,425 new vehicles. 
This does not take into account... 


@ $30,000,000 invested in the Rapid Transit. Nor 


24 


does it include another future expenditure of . . . 


e $35,000,000 for a downtown subway loop. Approval 
for this came directly from the voters of Cuyahoga 
County, who authorized a bond issue by a two-to-one 
majority in November, 1953. 


Totaléd up, these figures show that CTS has already 
spent almost $63 million in the past 12 years. Include 
the subway, and’ the expenditures by this one transit 
system reach the staggering figure of $98,000,000. 

That’s big business .. . but Cleveland Transit is big 
business, and it’s run like one by General Manager 
Donald C. Hyde and his executive staff, all of whom 
believe that , although municipally owned, should 
show a profit and pay dividends in the form of better 
service to its real owners—the passengers who pay the 
freight. 

So far the Rapid is the biggest dividend handed out 
to those riders, but it won’t be the last one. 


For great as the Rapid is—and it will carry a rider 


- eight miles in 18 minutes—it by no means solves all 


of Cleveland's mass transportation problems. As a mat- 
ter of fact, CTS boss Hyde makes no bones about the 
fact that the Rapid has one serious limitatién—only 
one station in the downtown business area. 

The proposed subway, however, will overcome that 
limitation if and when it is completed. By semi-official 
estimates, that could be five years from now. First step 
is an engineering survey to determine just what type of 
operation would be ideal for the downtown loop area. 

Some critics charge that the Rapid right of way 
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Reprinted from the May, 1955 issue of Bus Transportation, 
a McGraw-Hill Publication, 330 West 42nd Street, New 
York 36, N. Y. 
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passes through old, established sections where many 
people already ride transit, and ignores the newer, re- 
cently built-up sections in the southwest and southeast, 
where there is likely greater potential revenue. 

CTS doesn’t argue that point. But it’s probable that 
officials would admit, if pressed, that the Rapid’s route 
could have been better placed. The reason it wasn’t 
is rooted deep in the past, where the story of Cleveland's 
Rapid Transit really begins. 


Nearly 40 years ago, when the two fabulous Van 
Sweringen brothers were building their railroad and 
real estate empire, they, along with other visionary 
leaders, saw the need for fast public transportation to 
keep pace with the rapidly-growing Cleveland area. 
The brothers, who owned the Nickel Plate Railroad, 
were struck by the idea that the natural ravine 
by their own and other railroads would also make an 
ideal right of way for a high speed, rapid transit rail 
operation. And when the Tats built Cleveland Union 
Terminal, right in Public Square, they incorporated 
provisions for a rapid transit terminal. 


Meanwhile, they started work on the right of way for 
their rapid system. Bridges were built . . . poles were 
flung up . . . even some grading was done. Then came 
1929 and the great depression . . . and the Van Swer- 
ingens’ empire crashed, With it went Cleveland’s dream 
of rapid transit, as the old right of way was abandoned. 


For years it lay unused, often a source of wonder to 
newcomers who drove past it in their automobiles. For 
this was the day of the automobile. From the outskirts 
of Cleveland, people could drive downtown quickly and 
conveniently. 

Not for long, though. As thousands of autos grew 
into hundreds of thousands and mil- 
lions, Cleveland’s streets, like those 


which need and could use rapid =. 

Right now, of course, they are served by 
coach and bus, ney eee express service 
has proved highly desirable and at CTS. As 
far as rail rapid transit for these areas is c 
much depends on the Rapid now running, 

Hyde figures 32,400,000 riders ann are needed 
on the CTS Rapid if it is to meet its obligations. 
If he gets that many—and no stone will be left un- 
turned to see that he does—it's not only foyer but 
probable, that other areas of the city see rapid 
transit construction, 


Here’s the way Michael M. Lucak,’chairman of the 


! 


Cleveland Transit Board, looks at the expansion 


ture as it applies to other sections of Cleveland and 
surrounding communities, 

“Expansion is not a dream, but a firm part of our 
planning. 

“Looking eastward from Public Square we see fast 
rapid trains moving along many railroad right of “ae 
and serving citizens nort oad south .. . we see 
day, perhaps in ten years, when Euclid, Richmond 
Heights, Lyndhurst, Beachwood and the Warrensville 
area will move at 70 miles an hour to the heart of 
Cleveland for work and recreation. 

“To the southeast, our plans are already jelling. Ex- 
tensions of our system along the Erie tracks will bring 
fast-moving, clean transportation for those who live in 
southeast Cleveland, Garfield, Maple and Bedford 
Heights. 

“To the south (and southwest) we foresee service to 
Brooklyn Heights and Parma by 1965 and 
sooner. For it is our firm conviction that we can push 
lines forward and outward to give the best service in 
America by linking all expanding residential areas with 
downtown Cleveland.” 

Visionary? Yes, but practical too. 


of every other city, fell victim to 
strangling traffic paralysis. Once more 
pene began to eye the old Van 
weringen right of way. 

But World War II intervened. All 
construction had to be forgotten. 
Then, after the city had acquired the 
transit system and decided on a com- 


What if CTS were a private oper- 
ation? Would it now have ite Rapid 
Transit System? 

Or what if it were a much smaller 
property? Would a Rapid be possible 
then? 

You'll find Don Hyde’s answers to 
these questions on page 36 in this spe- 
cial section. 


For CTS has already shown it can be 
done with the opening of the eastern 
part of the Rapid. By late summer, 
when the west side lines start run- 
ning, people five miles out will be 
able to travel downtown in 12 min- 
utes .. . and clear across the city in 
30 minutes, 


stm modernization, the Transit 
rd recommended that the original 
Rapid Transit plan be revived, using the right of way 
and other facilities that the Vans had built more than 
30 years ago. 


In 1948 Mayor Thomas A. Burke obtained a com- 
mitment from the Reconstruction Finance Corporation 
for a loan of $29,500,000, backed by CTS revenue 

Now financing was available, but a charter amend- 
ment was needed, giving an expanded Transit Board 
full authority to operate and manage the rapid transit 
system. The people voted the amendment . . . the RFC 
loan was ok in July, 1951 .. . and on a rainy Febru- 
ary 4, 1952, Mayor Burke and members of the Transit 
Board broke ground in the Windermere Station yard. 

After all those years, the Van Sweringens’ dream 
had been realized. Without their right of way, overall 
costs would have been an estimated $80 million—almost 
an insurmountable figure even for Cleveland Transit 
and its never-say-die spirit. 


But what of the difficulties and criticisms? What 
about those newly-populated areas mentioned before 
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Plans have already begun, and the 
cash is in the kitty, for a 2.2 mile ex- 
tension of the Rapid on its western end . . . and another 
extension, slightly shorter, will be started at the Uni- 
versity-Cedar station on the east side line and run to- 
ward Euclid Heights to serve that populous area. 
Meanwhile, the surface lines play an important role 
too. On the day after the Rapid opened vast route and 
schedule cheats went into effect on CTS property, all 
concerned with bringing riders by bus right to a Rapid 
station, then transferring them to the Rapid and shoot- 
ing them into the city in a few minutes. 


With its Rapid, its surface lines and its plans for 
the future, has every reason to look forward to 
that future with calculated confidence. 

“We didn’t build the Rapid for today, or tomorrow,” 
Don Hyde says. “We built it for the future. No matter 
how many cars are on our streets, they're not going 
to slow our Rapid down one bit. Bring on the cars. 
The more there are the more people will have to use 
the Rapid.” 

It doesn’t sound much like a 1955:transit man talking. 
But it is . . . and he means every word of it, 


2s 
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THE CTS STORY ... continued 





Here Are Two Key Plans 


FAINT HEART NEVER WON FARES. And nobody could ever 
accuse CTS of being faint-hearted in its experiments 
to improve the old . . . find the new. 

At Cleveland Transit nobody is willing to stand by 
and. accept passively any of the reasons which account 
for transit’s loss of riders. It’s losing riders too. But 
CTS isn’t letting those riders get away without a battle 
—a battle which Cleveland Transit officials feel they'll 
eventually win through courage, perseverance and con- 
stant shifting of attack. 


Part of the Cleveland battle plan is to hold those 
passengers they already have. But just as important, 
and even more daring, is a plan to go out and get new 
ones—to invade the field of the private auto and cap- 
ture from it passengers which just about eatbale 
else has given up on. 

In the following two articles you'll find details on 
two current CTS projects. The first is aimed essentially 
at getting new riders . . . the second mainly at holding 
those who already use CTS vehicles. 





DOORSTEP SERVICE is provided to factory workers at this 
suburban plant of Tapco Products. CTS officials laid down their 


conditions for giving the service . . . showed plant manage- 
ment how it could save thousands of dollars. 


1. Woo the New: CTS Is out to Get 


INDUSTRIAL WORKERS DRIVE their cars to work. They 
oveye have. And they always will. But not in Cleve- 
i 

Why? Because Cleveland Transit is aiming to get 
those workers out of cars and into buses. It sounds 
impossible . . .. but if we were betting men we'd give 
two to one that CTS does it. 

The groundwork has already been laid. Plans were 
held up only because the entire staff was tied up on 
the Rapid opening. Now the stage is set for a frontal 
assault on transit’s gréatest untapped potential—the 
industrial worker. 

Preliminary feelers have already been made by CTS 
officials . . . with all indications pointing to success. 

To get some idea of the huge market at stake, let’s 
look at one. plant in Euclid, just outside of Cleveland. 


This plant employs about 12,000 persons on three 
shifts, and a survey made by plant management and 
CTS showed that only about 15 per cent, or 1,800 
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workers, lived in the Euclid area. The remainder, or 
about 10,200, were potential CTS riders. 

But the survey showed that of these only about ten 
per cent, or roughly 1,000 employes, rode CTS to and 
from work. In that one plant, therefore, 9,000 possible 
passengers weren't riding transit. 

To CTS and Don Hyde, that was a disgraceful situa- 
tion . . . one that fairly screamed out for correction. 
“Just suppose,” they reasoned, “we could increase that 
10 per cent who ride our system by another 20 per cent.” 

That would be an extra 2,000 riders twice a day... 
multiplied by five days a week . . . equals 20,000 new 
fares a week—just from that one plant! 

Now multiply that by scores of industrial plants in the 
area and you begin to see.why CTS got excited. 


There was this other advantage, too. Many of the 
plants, as they are in most cities, are located out of the 
central area. That means that if you get their employes 
on your buses, they are riding in the non-controlling 
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To Combat Riding Loss 


A HALF-MILE WALK offen faced factory workers who drove 
their own cars to the plant. Until CTS put its plan into opera- 





tion even those who went by bus faced a long hike, as there 
was no provision for unloading ot the gates. 


Industrial Plant Workers 


direction, and at pre-peak hours that tie in perfectly 
with movement of vehicles for the rush hour line-up. 

In the case of CTS it works out especially well on 
the Rapid Transit, since trains are constantly moving 
back and forth from the inner to the outer terminal. 
But Hyde points out that it could, and does, work com- 
parably well with bus operation. In fact, CTS expects 
to put the plan into effect in areas not served by the 
Rapid as well as those which are. 


The first step was to approach industrial manage- 
ment, after the survey had been made. The approach 
wasn’t a hat-in-hand one. Let’s go back to the same 
factory discussed above—the one which employs 12,000 
workers. 

Hyde’s first approach was directly to the president of 
the firm. “Always go right to the top men,” he says, 
“the president, or the comptroller, or the treasurer. 
They're the ones who worry about money . . . about 
earning that dividend for the stockholders.” 


mason = * 
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Here, in effect, is what he told the head man of this 
one factory during his first visit to him: 

“Do you know what it costs you to build and main- 
tain the huge parking facilities you have? Figure out 
for me the capital costs of building and surfacing the 
lot and installing the lighting facilities. 

“Figure out, too, the annual cost of maintaining the 
parking ‘area, policing it, and providing electricity to 
light it. 

“Now you want to expand your plant, but you have 
so much valuable land tied up in non-productive park- 
ing areas that you have no room for expansion. And 
the more you grow, the more parking space you'll need 
for your expanded operation.’ 

Next comes the sales pitch—based on what CTS can 
do to help and assist the prospect. 


"We can cut your parking costs tremendously, give 
you room to expand, and give your employes better 
service,” Hyde said. Continued on next page 
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THE CTS STORY |. . continued 


He pointed out that if the factory owner could cut 
down on parking facilities for even 400 cars, it would 
mean savings of thousands of dollars a year in building 
and maintenance costs, and open up the room he needed 
to build a plant extension. 
ides that, employes who now had to fight through 
then park in huge area, perhaps several blocks 
the plant gate, could get to work far easier and 

ee up right at the door of the plant 
vehicles 
explained how a combination of a super 
and the Rapid Transit could get workers 
Public Square to the plant in 31 minutes as against 
56 minutes it took by regular express bus. Even 
who drove their own cars couldn’t do it nearly 


t 


rh 


tei 


By this time any industrial magnate, faced with the 
prospect. of saving money, should be interested. This 
one was. 


Next CTS laid down the conditions under which it 
would undertake to provide the service. “Industry is 
the one which stands to gain by our proposition,” Hyde 





explains, “so it’s only natural that industry should be 
willing to bear part of the costs.” 
The conditions . . . 


1. The industrial firm must assist the transit system 
by building, at its own expense, a sheltered loading 
facility right at the gate of the plant. 


2. It must provide a roadway to that shelter heavy 
enough to carry big buses. 


3. It must be willing, if necessary, to bear part of 
the cost of maintaining service, so that other CTS riders 
will not wind up paying for factory workers’ rides. If 
subsidy is necessary, however, the cost would be far 
less than that of maintaining a huge parking area. 


4. It must promote transit riding among its employes, 
even to the point, perhaps, of paying for rides for 
them during the initial period of operation. 


On this latter point a legal question is involved. 
Hyde feels so confident that CTS, with its Rapid and 
its express service, can beat private car driving that 
he is willing to give free rides just to prove it to the 
employes. But since legally he may not be allowed to, 


2. Hold the Old: Express Service 
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FLAG ON THIS EXPRESS BUS shows that it goes directly to a 
Rapid Transit station. Express service such as this has been added 
to similar high-speed runs, from outlying points directly to the 
downtown area, which have helped stem CTS riding decline. 
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the alternative is to get the industry itself to provide the 
free trial transportation. 

‘All we want is the chance to show them we can get 
them to work and back quicker, more comfortably and 
more conveniently than their own cars can,” Hyde says. 
“If we can get them to try transit, we can keep them 
_ riders. The service we provide will take care of 
that.” 


The president of the industrial firm jumped at the 
CTS proposition. And on the first full day of Rapid 
operation two extra buses were sent to the plant gate. 

No promotion had been done. In fact Hyde admits he 
sent them there prematurely as much to see what would 
happen as anything else. What happened was that they 
pulled out and headed for the Rapid with comfortable 
loads of factory employes. 

With that as a start, CTS officials envision, and 
expect to get, at least 20 busloads a day from the day 
shift of the plant, instead of the present two to three. 

And most encouraging is that CTS feels the industrial 
worker to be a potential market so vast that it could 
well be the salvation of the transit industry. 


- 


The same idea can be worked, and has been by CTS, 
with the suburban shopping areas which most transit 
men consider one of the banes of their existence. 

Cleveland has many of these markets in its outlying 
areas . . . but CTS has proved to the real estate men 
who operate them that public transportation to the 
shopping centers will increase land values, increase 
rents and increase income. 

The pitch is the same—“We'll run service if you 
guarantee to make up any losses we suffer.” In the case 
of one suburban center Hyde sold his plan, the center 
prospered, and so did the bus service, so that the de- 
veloper never had to pay one cent of subsidy. 

That made other developers sit up and take notice 

. and approach Hyde with requests for service to 
their own centers. Hyde always agrees with them . . . 
then uses their own words to point out that if transit 
service is so vital they should be willing to pay for it 
if necessary. 

So far, like the factory president, they’ve all agreed. 

For in Cleveland transit isn’t a beggar or a charity 
case. CTS can help everybody . . . it knows it .. . and 
sells its services right directly to the people who'll 
benefit by them. 


Helps Keep CTS Riders Happy 


BECAUSE THE KEY WORD at Cleveland Transit is speed, 
CTS is getting deeper and deeper into the field of ex- 
press bus operations. 

In six years, express service has increased from 
4,393,000 vehicle miles per year to 13,700,000 miles. 
Nothing at CTS is done without a reason, and the rea- 
son for this swing to express service is elementary— 
it’s proving an effective way of getting riders and keep- 
ing them on the buses. 

The term “express’ is relatively new in CTS nomen- 
clature, coming into use only in the World War II era. 
The fact that it’s used extensively now . . . and is con- 
stantly increasing . . . is the result of some basic logic 
applied to the bus business. 


Three suggestions are commonly advanced to transit 
operators telling them how to improve service. They 
are . 

1. Give us newer equipment 


2. Give us more frequent service 
3. Lower the fare. 


CTS studied the ideas, researched the field, and 
found that while these suggestions may be a help, they 
are wholly inadequate as an answer to the riding loss 
which is plaguing the industry. 

The proof of this was conclusive. In Cincinnati, for 
example, the “newer equipment” theory was effectively 
exploded, for Cincinnati Transit operates only vehicles 
bought after the last war . .. yet lost better than 35 
per cent in riding. 

St. Louis Public Service Co. played a part in doing 
away with the “more frequent service” tea. It was so 
swamped with requests for more service that it doubled 
service on some lines as an experiment to see how 
many new riders would be attracted. It got them, al- 
right—just about exactly enough to pay for the in- 
creased cost of fuel or electric power. 
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Lastly, CTS officials mulled over the classic example 
of why the “lower fare” idea is a false one—New 
Orleans Public Service. In New Orleans, where the 
transit company is owned and operated by the power 
and gas company, an unnaturally low fare of seven cents 
has been in effect since 1922, as transit losses have been 
absorbed by the parent company. But in spite of this 
low fare . .. plus an extensive modernization program, 
NOPSI has also suffered a big decrease in riding. 

And if any more convincing proof were needed, Don 
Hyde has it. “Look at our own employes,” he says, 
“They all have free passes on our system, but they 
drive their cars to work anyway. How can we sell some- 
thing if we can’t even give it away?” 


The answer is that you can't . . . unless you have 
something people want. And what they want, CTS 
feels, is speed. So far, expanded express service, at a 
premium charge of five cents extra for the faster ride, 
is bearing out the fact that people want to get places 
in a hurry, and are willing to pay for the privilege of 
saving a few minutes. 

Thirteen express routes, with branches on several of 
them, now radiate from the central business area in 
every direction other than the extremely short one to- 
wards Lake Erie. 

Altogether, the hurry-up service is provided to 18 
separate and distinct areas in Cleveland and its out- 
lying territory. 


Express service is usually established by making 
two routes out of the former long lines. The inner por- 
tion is then served by a relatively short route which 
gives local service. The outer portion of the former long 
line becomes the express, making local stops for about 
half the length of the route, and then running high speed 
to the downtown area, with stops only at transfer inter- 
sections. Continued on next page 
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of an — route 
_ ing or ighting within the express area pays a nickel 





+ continued 
Passengers riding entirely within the local Boe oe 


y a local fare. But anyone board- 


premium of the length of his ride. 
Under this system, Cleveland has actually achieved 
the effect of a zone fare by zoning service instead of 


And most important, it serves to prove again CTS’ 
idea that speed, and not fare, is what determines people 
to take transit or not to take it. For — passen- 
gers who don’t want to pay the extra nickel have the 
right to transfer to a local line and thereby save the 
premium, very few avail themselves of the opportunity 
to do so. They’d rather pay the nickel and save the 
minutes. 


“The results we've achieved,” said Don Hyde, “have 
definitely proved to us that it is ible to persuade 
to use public transit instead of their own auto- 
mobiles.” 
Some measurable results have been these . . . express 
service: 


e Increased riders 
e Permitted service frequency to be maintained 
e Increased revenue 


e Helped maintain average speeds 
Studying them one by one, here’s what CTS officials 
had to say... 


increased riders ¢ “Several studies made to compare 
the trend of express riding with the trend of local riding 
indicate that express service is effective in checking 
the shift from public transit to automobile. 

“During the period from 1949 to 1950, when our 
fare structure was the same except for a very small 
increase in the price of the w i ling os 
express lines increased a little, while riding on local 
lines decreased. 

“The trend of revenue on our express service was 
11.35 per cent better than the trend of revenue on all 
local lines. 


“A comparison over a longer period is even more 
significant, Between May, 1949 sar May, 1952 revenues 
on both local and express lines increased due to fare 
increases. However, the increased revenue on express 
lines operating throughout both periods: was 32.55 per 
cent, or nearly a third more than for the local lines.” 


Service frequency « “Splitting long lines into two 
routes, one local and one express, spread headways 
over that of the one long line. 

“Some transit officials in other citiea questioned this 
policy, but time has told an interesting story. A com- 
parison of miles operated on each of our express lines 
which existed in a 1949 shows that more miles were 
operated on these lines after four and a half years of 

service. There were only two exceptions, and 
one of these was accounted for by a route change. 

“A comparison of system vehicle mileage operated in 
Cleveland and four cities of comparable size over the 
past ten years bears out the prophecy that headways 
would be spread due to lost riders unless public transit 
was improved by faster service. 

“Between 1943 and 1953, when this four-city study 
was made, Cleveland shows an increase of 1.3 per cent 
in vehicle miles operated, but vehicle miles in the other 
four cities decreased by 27.5 to 30.9 per cent.” 
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Increased revenue e “Our express riders pay an 
extra five cents. This premium charge adds over two 
million dollars a year to our gross. 

“When we were building the Rapid we had to pay 
off principal and interest on a loan of $29,500,000— 
and we had to pay it off before the Rapid ever collected 
a single fare. Our express service was one of the factors 
that permitted us to repay $1,800,000 of this loan. 

“It seems to us that express service offers the only 
sure way of persuading people to use public transit 
and getting more revenue for the longer ride. With 
decentralization increasing, we know we must do some- 
=o the suburban or long rides. 

“Zone fares are talked about by all of us . . . but 
what good is a zone fare if note around the fringe 
of our routes will not ride public transit because it takes 
too long to get to or from work?” 


Average speed © “Costs of running a transit system 
are increasing because of slower speeds. The direct 
saving resulting from faster speed on an express line is 
therefore obvious. 

“There are other indirect savings too, but they’re 
important ones. 

‘For instance, benefits from an express line can 
flow to other lines, since express service which attracts 
and holds transit riding tends to halt increase in traf- 
fic congestion, and thereby checks increased costs op- 
erating into the central business area. 

“In spite of the increased use of automobiles in 
Cleveland, as elsewhere, we have been able to improve 
the average speed of our vehicles. 

“We have probably done better than some companies 
because of (a) increasing the speed of more lines- as 
express service has been extended, and (b) retaining 
our level of riding through extended express service. 

“Traffic congestion, therefore, is not as bad as it 
would be if we had suffered the same shift from transit 
to automobile that has been experienced elsewhere. 
Our average speed in Cleveland two years ago was nine 
per cent faster than it was in 1947. In this same period 
average transit speeds declined in comparable cities.” 


Recently, ” ses” have been added by 
CTS—cutting down still more the number of stops 
which buses make from outlying areas into the heart 
of the downtown area. And charging still an extra nickel 
over the regular express premium because of the dis- 
tances involved in the super-express runs! 

As had been expected, they caught on quickly, and 
will doubtless soon become an even more familiar part 
of the CTS scene. 

Neither top man Don Hyde, nor any of his operating 
team, feel that express service is the only answer. . . 
but they do feel that it is one of the keys in getting 
people to shift to transit. Here’s how they sum it up 
in the prize-winning Urban Land Institute essay turned 
in by CTS: 

“Our experience with express service, coupled with 
comparisons with companies having little or no express 
service, has confirmed and strengthened our convictions 
that transit vehicles must be speeded up. 

“We feel quite certain that traffic congestion in Cleve- 
land would be worse had we not expanded our express 
service. Likewise, our decline in riding would have been 

eater. Remedies for speeding up all traffic usually 
Fring on still more autos. We need to concern ourselves 
with speeding up traffic vehicles. 


“Express service is one way of doing it.” 
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PASSENGER TRANSPORT, JANUARY 10, 1958 


It’s Official: CTS Rapid Riding Up 1 Million In °57 


Special To Passenger Transport 

CLEVELAND.—The recent announce- 
ment by the Cleveland Transit System 
that the total volume of riders on its 
rapid transit line during 1957 would 
most probably exceed the total of pas- 
sengers of the previous year by one 
million riders (PT 1/3/58) is now 
official, according to a CTS report. 

Despite a systemwide decline in rev- 
enue as a result of industrial layoffs 
and an influenza outbreak late in the 
year, a total of 15,741,344 rapid trans- 
it riders passed through the CTS 
turnstiles last year as compared to 
14,733,163 in 1956. 

In commenting on the new yearly 
high in rapid riding, Donald C. Hyde, 
CTS general manager, stated: “This 
increased riding certainly is proof 
that people want the fast, convenient 
kind of transportation that is provid- 
ed by our Rapid, and will turn from 
other means of travel to use it.” 

All 12 Rapid stations showed net 
gains in riders. It is significant, CTS 
pointed out, that the largest gains 
were recorded in the three stations 
closest to downtown Cleveland. This 
was attributed to “shortcut” riders 
who, on their own, are discovering 
quicker ways to come downtown by 
transferring to the Rapid. For ex- 
ample, eight surface lines intersect 
with the Rapid at West 25th Street. 
It takes only two minutes by Rapid 


from that point to Public Square in 
Downtown Cleveland. By local or ex- 
press bus the time varies anywhere 
from eight to 15 minutes, depending 
upon weather conditions which affect 
all vehicular traffic. The Rapid Trans- 
it, of course, is not affected by the 
conditions which slow street travel to 
snail’s pace. 


Extension Work Progressing 


Open weather during December per- 
mitted work on the two-mile westerly 
extension of the Rapid Transit to pro- 
ceed ahead of schedule, aceording to 
Ralph Wood, CTS chief engineer, The 
new terminal at West 143rd° Street 
and Lorain Avenue, with a new way 
station at Triskett Road, will be ready 
for ‘riders on Oct. 1, 1958. Parking 
space tor 2,500 cars is planned at the 
two stations. 


The first of 20 new Rapid Transit 
cars, ordered to serve the extension, 
was scheduled to arrive from St. Louis 
this week. They are being built by 
St. Louis Car Co. at a cost of $1,609,- 
728. 


The addition of flood-lighting and 
directional signs have completed the 
new 140-car free parking lot for Rap- 
id Transit riders at Windermere Sta- 
tion. With this new lot, CTS now has 
over 2,000 free parking spaces for 
Rapid riders. 
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Exursit No. 18 


Number of employees, by mid-month count—Olass I line-haul railways—By 
months, 1952-57 








[Thousands] 
Month 1952 1953 1954 1955 1956 1957 
a a incase dirname 1, 223.1 1, 195. 5 1, 108.0 1, 009. 4 1,045. 8 995. 3 
ta alse ta tettiditntaeccseesanil 1, 218.0 1, 184.8 1, 084.1 1,005.8 | 1,041.5 987.1 
a Ul RR Pa AE Me, 1, 221.1 1,188.5} 1,059.6] 1,007.6] 1,041.2 987.8 
eae aN asi css ects xs chimilibintetial 1,230.0 | 1,204.9; 1,052.4 1,011.8 1, 049.0 991.4 
lanl etait, irate egemistiamniseitl 1, 242.9 1,217.5 | 1,062.4 1,052. 9 1, 063. 4 1, 003. 4 
hee a tal tial Naa ac in daemeatieenas ian 1, 225. 1 1, 229. 2 1, 074.7 1, 080. 1 1,076.1 1,010.1 
PL sdibINEinain antnnnccwaccebiwnaisiee 1, 183.5 1, 239.4 1, 078. 2 1,091. 4 1,031.7 1,007.9 
CN ia doin canis canmaansinmeial 1, 221.5 1, 236. 7 1,070.7 1, 096. 7 1, 036. 9 1, 006. 5 
iin rtacale cts dndinbemm anaes 1, 237.8 1,224.3 | 1,064.0} 1,092.4 1,040.8 994.8 
A ini ceasheatamahee i dundiakiet 1, 249.9 1,214.6} 1,055.1 1, 086. 9 1,041.1 974. 8 
Le site inlalasl 1, 238. 8 1, 188.0 1, 036. 7 1, 078.0 1,027.7 939. 6 
is ieichanitte inkiats ease heeiicthiow aeenallineemseel 1, 222.7 1, 155.1 1,029.2 | 1,070.8 1,016.0 918.9 
Source: Interstate Commerce Commission, Statements M-300. 
ExursiT No. 19 
Number of beneficiaries and amount of benefits paid under Railroad 
Unemployment Insurance Act, 1946-57 
Fiscal year ended Number | Amount of Fiscal year ended Number | Amount of 
June 30— of benefi- benefits June 30— of benefi- benefits 
ciaries paid (net) ciaries paid (net) 
Thousands Thousands 
a 225, 000 SEE I SOUL, ccc ndcineinmewebimnn 224, 000 , 849 
atin tinea are esisnmie 210, 000 SU UD Eo eee 265, 000 95, 541 
 iatndaiialimemesisteie 286, 000 46,745 || 1954-55. .................. 320, 000 152, 668 
static diate Séiisainnineis 506, 000 113, 760 || 1955-56. ............2..... 149, 000 55, 456 
Bw dihetieinn edinnwwncwis 181, 000 i BROMO « dc cdeucdpecam~osta 221, 000 83, 154 
SS eS 162, 000 22, 741 || July 1957-January 1958... 205, 750 68, 117 





Source: Railroad Retirement Board, Annual reports, and Monthly Review, March 1958. 
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Exursit No. 20 


Number of agents and of all employees, class I railroads—United States 





Year 





Bic ncnsencad sd dabenertrs-<0 
Pe nsin costes cscccwepescnneee 


Dip nn nen 499444 69 <--e <5 


ES ee 


[Average middle 


of month count] 








(78) (79) (80) | 
Agents, Agents, Total 
Agents, |'smallnon-| telegra- Total 0, R. TB. 
major telegraph | phers, tel- agents 
ephoners 

2, 490 10, 012 19, 448 31, 950 73, 970 

2, 445 | 9; 620 19, 432 31, 497 73,053 | 1, 645, 244 
2, 459 | 9, 606 19, 571 31, 636 75, 462 1, 879, 770 
2, 499 9, 387 19, 465 31, 361 74, 073 1,777, 392 
2, 490 9, 174 19, 335 30, 73, 002 1, 760, 099 
2, 496 9,015 19, 170 30, 681 72, 693 1, 805, 780 
2,518 8, 804 19,077 30, 394 71,219 | 1,760, 999 
2,474 8, 533 18, 858 29, 863 69, 133 1, 680, 187 
2, 466 8, 212 18, 664 29, 342 68, 324 1, 684, 769 
2, 436 7, 922 18, 357 28, 715 65, 089 1, 510, 688 
2, 403 7, 515 17, 694 27, 612 59, 770 1, 278, 175 
2, 276 7, 224 16, 302 25, 802 56, 187 1, 048, 568 
2, 212 6, 302 15, 360 24, 374 49, 952 970, 893 
2, 236 6, 490 15, 129 238, 855 48, 532 1, 008, 995 
2, 233 6, 305 14, 899 23, 437 47, 459 904, 078 
2, 207 6, 284 14, 703 23, 194 47,476 1, 065, 970 
2, 187 6, 250 14, 623 23, 060 47,714 1, 115, 077 
2, 156 5, 965 14, 471 22, 592 , 482 939, 505 
2, 145 5, 785 14, 324 22, 254 44, 889 987, 943 
2, 146 5, 622 14, 261 22, 029 44, 783 1, 026, 956 
2, 165 5, 497 14, 234 21, 896 45, 581 1, 139, 753 
2, 216 5, 449 14, 323 21, 988 327 1, 271, 077 
2, 275 5, 273 14, 147 21, 695 50, 607 1, 355, 114 
2, 281 5, 165 14, 209 21, 655 51, 221 1, 413, 672 
2, 306 5, 063 14, 067 21, 436 60, 475 1, 420, 266 
2, 285 | 4, 998 14, 132 21, 415 49, 026 1, 358, 838 
2, 288 4, 957 14, 100 21, 345 48, 391 1, 351, 961 
2, 271 4, 935 14, 089 21, 295 47,739 1, 326, 906 
2, 269 4, 832 13, 950 } 21, 051 47,205 1, 191, 444 
2, 214 4, 692 13, 949 20, 855 48, 280 1, 220, 784 
2, 188 4, 591 | 13, 768 20, 547 48, 745 1, 276, 000 
2, 190 4, 564 | 13, 567 20, 321 48, 134 1, 226, 663 
2, 180 4, 489 13, 350 20, 019 47, 361 1, 206, 312 
2, 163 4, 495 13, 277 19, 935 46, 348 1, 064, 705 
2, 164 4, 350 13, 067 | 19, 581 45, 0B5 1, 058, 216 
2, 140 4, 285 12, 860 19, 285 44, 223 1, 042, 664 





1‘ Excludes switching and terminal companies. 
Source: I. C. C. M-300 Statement, Reporting Division Nos, 78, 79 and 80. 





Year | Train-miles | 
Thousands 
ce | Saal 560, 
ES coe ecg cts ce cocs 546, 798 || 
ee Ba bok ae 566, 261 | 
Me ee ceedewsacs ; 571, 060 
Oe a acai beware 574, 608 
a aE as 578, 562 
pe Rida cdcg ck choco cate os 573, 572 
hehe carseat -| 566, 324 
ES gt eres. Leah 565, 141 
BS ss OL Oo ae 542, 914 
a a 485, 323 
AS 2b oe ot tha eck 420, 411 
Freee 382, 900 | 
a....... 384,211 | 
eis tL, ko 388, 091 
oe nee Bess ae 404, 676 | 
Sect atch. 416, 384 | 
1938 _. 393, 792 | 
Mee, orses. 2 Fiver ci. Ps 390, 883 | 


1 Preliminary. 


Exursit No, 21 





Passenger train-miles—Olass I line-haul railways, 1921-57 





Year 
needs incven-miiant ered 391, 597 
sin 45 ot Sittin domndsegin otawan sae 400, 841 
yO EEPOGS Fae OT RTS Es Te 427, 688 
Ws ac:ak os vaiathe “3042s Seacncule 463, 391 
Wb dsc a LL Lewaadenbae 476, 093 
i vnnriinted <i ap tenis ddadmin 481, 385 
EER EEDA ed RL 4 © 448, 247 
B.S 6565069 dds<daed peel edidnad d 414, 909 
SO Avis Ghee > sanab ced anes cyetieae a 407, 133 
1949_. od badetusdeutvs 380, 254 
DE ndinagns<aneceutpelaedpebeted 357, 545 
SE Shc dude kites phe hdd paotecmaae 355, 128 
RULES. cece eths <bbeetthe 344, 468 
1953 __ as lig 333, 128 
ML oS i Nia sieSee 317, 141 
TEE cod-= cmcecm aes eoheleaeiaanetae 298, 
PE se ee oa eeseee. eee akee | 289, 866 
PR Ac teiees cadet nite dathe teckel ' 1 275, 766 





| 





Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statement M-220. 
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Senator Smatuers. The committee will stand in recess until 2:30 
p. m., this afternoon. 
(Whereupon, at 1: 05 p. m., a recess was taken until 2:30 p. m., this 
day.) 
AFTERNOON SESSION 


Senator Smaruers. The meeting will come to order. 

Our witness this afternoon is Mr. T. C. Carroll, president of the 
Brotherhood of Maintenance of Way Employees. 
_ Mr. Carroll, you may proceed with your statement. We will make 
it a part of the record in full, or you may proceed as you like. 


STATEMENT OF T. C. CARROLL, PRESIDENT, BROTHERHOOD OF 
MAINTENANCE OF WAY EMPLOYEES 


Mr. Carrott. Mr. Chairman and members of the committee, my 
name is T. C. Carroll. I am president of the Brotherhood of Mainte- 
nance of Way — with headquarters at 12050 Woodward 
Avenue, Detroit, Mich. 

My purpose in appearing before your subcommittee is to outline 
the views of railroad labor, and particularly those of the employees 
ereeetr by our brotherhood, with respect to what has been called 
“the deteriorating railroad situation.” 

Railroad labor concurs in some of the proposals made to the sub- 
committee by the railroad presidents who testified in January, but 
we do not concur in others. Mr. G. E. Leighty, chairman of the Rail- 
way Labor Executives’ Association, has expressed the thoughts of 
railway labor in this respect. 

Our brotherhood represents railway workers in 16 major classifica- 
tions of the Interstate Commerce Commission who construct, repair, 
and maintain the railroads’ tracks, bridges, trestles, and structures: 
bridge and building gang foremen; bridge and building carpenters; 
bridge and building ironworkers; bridge and building painters; ma- 
sons, bricklayers, plasterers, and sient maintenance-of-way and 
structures helpers and apprentices; portable equipment operators; 
portable equipment operator helpers; pumping equipment operators; 
gang foremen (extra gang and work-train laborers) ; gang or section 

oremen; extra gangmen; section men; maintenance-of-way laborers 
(other than track and roadway) and gardeners and farmers; bridge 
oe and helpers; and crossing and bridge flagmen and gatemen. 

e hold contracts with all class I railroads and with practically all 
short-line railroads and terminal companies. These employees have 
been most seriously and drastically affected by instability of employ- 
ment and reduced job opportunity. 

Railway labor has a tremendous stake in the industry. Thousands 
of railway employees are devoting their lives to the industry; they 
know no other work. They are what we call “career” employees. 
They want to continue in the industry, for they feel they are doing a 
vital job in helping to meet our Nation’s vast transportation needs in 
war, in peace, and in times of national emergency. But day by day 
they find the number of available jobs in the industry being constantly 
reduced. 

In 1921, class I railroads in the United States had 1,659,513 em- 
ployees in the service. By 1957 this number had been cut almost in 
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half to 984,784. Only 59 jobs were available in 1957 for every 100 
jobs in 1921. 

The effect on maintenance-of-way employees has been even more 
severe. From a total of 386,805 jobs on class I railroads in 1921, we 
find the number of jobs reduced by 60 percent to 154,727 in 1957, 
There were only 40 jobs for railroad maintenance-of-way workers in 
1957 for every 100 in 1921, 

The ratio of maintenance-of-way employees to total railroad em- 
ployees has also declined. This ratio remained in the vicinity of 20 
percent or better from 1921 through 1945. Since 1945, however, it 
has continued to decline until it stood at only 15.7 percent in 1957. 

As the foregoing figures indicate, instability of employment has 
become a particularly pressing problem for the maintenance-of-way 
worker. The maintenance-of-way employment situation is compli- 
cated by four basic factors: (1) the long-range trend; (2) seasonal 
fluctuations in employment; (3) managerial budgetary practices; and 
(4) cyclical changes in employment. 


THE LONG-RANGE TREND 


With the exception of the years during and immediately following 
World War II, the long-range trend of maintenance-of-way employ- 
ment has been downward. From a low of 186,440 in 1938 the main- 
tenance-of-way employment figure (midmonth count) climbed to 
292,532 in 1945. Since that time the trend has been gradually down- 
ward until the number of maintenance-of-way workers in 1957 fell for 
the fourth straight year to the lowest figure since the Interstate Com- 
merce Commission began issuing its employment figures in 1921. 

We expect this downward trend to continue for reasons I shall give 
later. It is difficult to say when a plateau will be reached and the 
trend will finally level out. 


SEASONAL FLUCTUATIONS IN EMPLOYMENT 


Even the employees who are retained in the service, however, have 
no assurance of year-round employment. It has long been the policy 
of the railroads to perform more maintenance-of-way work during the 
warmer months of the year. Asa result, forces are usually increased 
heavily during the summer and severly reduced during the winter. 

In 1950, for example, the midmonth count on class I railroads for 
February, the lowest month of employment, was 184,814; the mid- 
month count for October of that year, the highest month, was 254,589. 
This is a difference of 69,775 employees between the lowest and highest 
months, or 37.8 percent, basing the percentage on the lowest month. 

In 1956, the employment spread ranged from a high of 189,010 in 
June to a low of 153,656 in December, a difference of 35,354 or 23 per- 
cent. The reduction in seasonal spread, however, was not, in my 
opinion, due to any decided change in policy on the part of manage- 
ment, but rather to the fact that stringent retrenchment policies by the 
railroads kept employment at a low ebb throughout the year. 

I have not made a comparison of this kind for 1957, for I believe the 
heavy force reductions made, particularly in the last half of the year, 
would tend to distort the figures. 
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Seasonal force reductions not only severely reduce the annual in. | 


come of railway workers, but we believe they are an unwise and un- 


economical practice on the part of management. There is substantial | 


opinion by qualified maintenance-of-way engineers to indicate that 


onan 


pee 


much maintenance work usually deferred until warm weather can be © 


performed during the colder months of the year. We have never been | 


able, however, to eres upon management to change their traditional 
attitude toward the seasonal performance of work. 


MANAGERIAL BUDGETARY PRACTICES 


The maintenance-of-way department has been called the “whipping | 
boy” of the railroad industry. When revenues drop, a reduction in | 
maintenance-of-way expenditures is a convenient, although, in my — 
opinion, not a wise way for railroad management to retrench. Periods 


of reduced traffic would appear to be ideal times to catch up on deferred 
maintenance; yet management seldom follows this practice. The 
testimony given by the railroad presidents who testified in January is 
a perfect example of what happens to maintenance-of-way employ- 
ment when business falls off. They told you of the needed mainte- 
nance work that was being left undone because of reduced forces. 

Because maintenance of way budgeting is often tied so closely to 
revenues, maintenance officials are not encouraged to spread the work 
more evenly throughout the year, but to use the bulk of their budget 
as early in the year as possible for fear of a later cut in their allotment 
should revenues drop. 


CYCLICAL CHANGES IN EMPLOYMENT 


Superimposed on these three complex factors that affect mainte- 
nance-of-way employment are the cyclical changes that take place, 
In these cycles, employment drops with the downward curve in the 
general business economy and increases as the business curve rises. 

The sharply reduced employment during the depression of the 
1930’s and the recessions of 1949 and 1954 are examples of these cyclical 
changes. We find the same thing happening during the current 
recession. 

Instability of employment has a severe effect on the employees both 
financially and from the standpoint of morale. As I recall, one of 
the railroad presidents who testified before you in January conceded 
that service on passenger trains had probably suffered because of the 
lowered morale of the employees, who feared their jobs might be 
abolished. The same thing is true in the maintenance-of-way depart- 
ment, and I should say it is undoubtedly true of railroad employees in 
all departments. 

It certainly is not conducive to good employee morale and efficient 
service if the employees do not know from day to day how much in- 
come they can ianchi on during the year, whether they will be 


separated from the industry, whether they have enough seniority to 
continue at work, or if they will be required continually to uproot their 
families and move from place to place to follow their work. 
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FINANCIAL IMPACT 


Financially, maintenance-of-way employees as a class suffer severely 
from instability of employment. Employment and earnings figures 
for railroad workers issued by the Railroad Retirement Board for 
1955, Compensation and Service of Railroad Employees—Statistical 
Tables, 1955—United States Railroad Retirement er (the last year 
for which this information is presently available) show that during 
that year 310,727 employees in the 16 maintenance-of-way classes 
represented by our brotherhood received compensation on class I rail- 
roads. According to employment figures issued by the Interstate Com- 
merce Commission, the average midmonth count for these 16 classes 
in 1955 was 182,654, some 128,000 or 41 percent less than the total 
number who received compensation during the year. This in itself is 
a definite indication of unstable employment. 

The statistics of the Railroad Retirement. Board also show that of the 
810,727 employees who received compensation during 1955, 123,158, or 
39.7 percent, performed some service in 6 months or less. Onl 
132,739, or 42.7 percent performed some service in 12 months. Credit 
is allowed by the board regardless of how little service was performed 
during the month. A total of 107,440, or 34.6 percent, earned less than 
$1,000 during 1955, and 189,464, or 61 percent, earned less than $3,000. 

These figures do not reflect either stable employment or stable earn- 
ings for the majority of maintenance-of-way workers, or efficient man- 
power budgeting by the railroads. What they do reflect, in my 
opinion, is that thousands of partially employed workers are reduced 
to the status of second-class citizens because they earn wages only part 
of the year and then go on the unemployment benefit rolls. 

The serious effect of unstable employment on maintenance-of-way 
workers is further illustrated by the fact that during the benefit year 
July 1, 1956, to June 30, 1957, 71,400 employees who worked in oecupa- 
tions represented by our brotherhood received $32.1 millien in un- 
employment benefits under the Railroad Unemployment Insurance 
Act. Their benefits averaged $449. During this same benefit year, 
221,000 employees of all crafts drew $83.2 million in unemployment 
benefits. 

Thus, employees of the maintenance-of-way and structures depart- 
ment drew almost 39 percent of the unemployment benefits paid under 
the act to railroad workers of all crafts during the benefit year 1956-57 ; 
yet the employees we represent comprised less than 17 percent of the 
total number of railroad employees on class I railroads in the United 
States in 1956. 

The fact that 221,000 railroad workers drew unemployment benefits 
in a 12-month period reflects a serious situation: the failure or the in- 
ability of an industry to meet its social responsibility to provide ade- 
quate work for its employees. As I shall point out later, there are 
steps which we feel the railroads, themselves, can take to help stabilize 
maintenance-of-way employment. 

The serious unemployment situation in the maintenance-of-way de- 
partment has been augmented by the adverse economic conditions that 
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began in 1957. The average midmonth count of maintenance-of-way 
employees on class I railroads dropped from 170,571 in 1956 to a new 
low of 154,727 in 1957. When complete employment figures for the 
early months of 1958 are available, [ am sure they will show an even 
more stark picture. 

The question may be logically asked: What attempts have been 
made or are being made to alleviate employment instability? Before 
answering this question, I should like to comment on the causes for 
the constant downward trend in maintenance-of-way employment, 
The following are the chief contributing factors: 

1. Better materials, such as heavier rail and treated ties. ; 

2. Organizational changes in work methods; i. e., the use of heavily — 
mechanized track gangs and the lengthening of track sections. ‘ 

3. Centralized traffic control, which permits trains to be operated © 
in both directions over one or two tracks where formerly two or four 
tracks were needed. . 

4. The elimination of the jobs of crossing watchmen through the © 
construction of highway overpasses or the installation of automatic 
warning signals at highway crossings. : 

5. The elimination of jobs at water pumping stations because of © 
dieselization. 

6. Mechanization, or technological change in work methods. . 

7. The contracting-out of work by the railroad company. 

Of the various factors I have enumerated, mechanization of track- © 
work has undoubtedly contributed most to the decline in the number | 
of jobs. Whether we call it automation, mechanization, or techno- 
logical change, the effect on the employees is the same: jobs are per- 
manently abolished and employment opportunity is reduced. Since 
the end of World War II, mechanization in the maintenance-of-way 
department has mushroomed to an extent no one could predict. More 
and more machines are constantly being purchased by the railroads, © 
and newer and more complicated types of machines are being per- | 
fected. Many work operations formerly done with handtools or © 
hand-held _— tools are now being performed by machines: Re- 
moving and inserting ties; laying rail; removing and driving spikes; 
tightening track bolts; tamping ballast; cleaning ballast; adzing ties; 
lining track; weed control; ditch digging; installing rail anchors. 

These ingenious machines have abled the railroads to reduce 
labor costs tremendously. “Railway Progress” for January 1958 
(p. 11) estimates that the investment in mechanization has enabled 
the railroads to cut their rail maintenance costs by 50 percent. 

It is interesting to note that that article, which is carried, as I 
stated, in “Railway Progress,” which is a railroad magazine, states 
that over $300 million worth of these machines have been purchased 
in recent years, and that the railroad maintenance bill, that comes 
close to $1.5 billion, has been cut up to 50 percent by this bold invest- 
ment in mechanization. 

Gentlemen, I have in my hand a book entitled “Railroad Track and 
Structures Encyclopedia.” I am not going to read from this book- | 
let—this is the eighth edition, published by the western editor of a 
paper that we have heard a lot about, the “Railway Age”—I think we 
can take it as authentic, and you will notice on the first page the names 
of the outstanding engineers of railroads who have contributed to the 
compilation of this book. 
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At your idle moments—and I am sure that you have lots of 
them—— 

Senator SmatuHers. Thank you, very much 

Mr. Carrotu. I am sure you will find it interesting if you will just 
thumb through that book and see what has happened to the railroads 
in og ae machines, many of which cost in excess of $100,000 
apiece. There is one happy thought in connection with them—and 
we have never arene technological improvements in the railroad 
industry—is the fact that when times do level off, as far as the 
maintenance-of-way department is concerned, about all that will be 
left is the foreman and highly skilled engineers—machine engineers, 
1 mean, not civil engineers. 

Senator Purretxi. I understood that you have not opposed the use 
of this newer equipment. 

Mr. Carrott. Never. We have simply tried to get the railroads— 
and very unsuccessfully, Senator—to sit down with us and work out 
the problem of the impact that the bringing in of these machines will 
have on these employees. We have been very unsuccessful as a whole. 
We do have the problem worked out on a few of the railroads. 

The impact on employment has, of course, been considerable. Not 
only has there been a constant reduction in the total number of em- 
ployees but track sections have been continually lengthened, thus 
eliminating the jobs of many section foremen. 

Senator Purretu. May I interrupt, Mr. Chairman, because I would 
like to get this picture right. Do you have much prior information 
about the adoption of this type of equipment so that you can make 
whatever plans may be made for the absorption of the labor which 
is displaced ? 

Mr. Carroti. We have been trying particularly since 1950 to get 
the railroads to do just that thing with us. In other words, when 
a railroad contemplates purchasing some of these machines, that they 
will simply call our chairman and work out the new rates of pay 
that will apply on the machine and who will do the work. As I said, 
some of the railroads have done that with us, but most of them wait 
until they bring the machine in with a factory operator and test it 
out, put it to work, and then we have the problem of going in and 
trying to get the matter straightened out. In the meantime, there 
are a lot of employees who are uprooted, thrown out of the industry. 
I might mention one railroad in particular—without naming it unless 
you want the name—— 

Senator Purretu. I do not need it. 

Mr. Carrouu. It is a large railroad of almost 8,000 miles. Six 
years ago we had more section foremen employed on that railroad 
than there are railroad employees in the maintenance-of-way depart- 
ment on it today. We have been repulsed in our every effort to t 
to negotiate, under the provisions of the Railway Labor Act, wi 
that carrier to settle these difficulties. We have foremen with as 
much as 35 years’ seniority, Senator, that can’t hold a job as a track- 
man. That isn’t right. 

Senator Purtreti. I was thinking mostly about the prior notice 
so that some attempt could be made for the absorption of the dis- 
placed people in other lines—assuming they are able, of course, to 
perform the services—in other lines of the railroad. You don’t 
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have any prior knowledge, but do you have in some instances and 
not in others objection to the utilization of this new equipment ? 

Mr. Carrot. Most of the railroads; the answer to that, Senator, 
is “No.” 

Senator Purret.. Thank you. 

Mr. Carrott. Mechanization has also changed the working condi- 
tions of the employees. To be used efficiently, machines must be 
mobile and operated over extensive territories. Employees in mech- 
anized track gangs must, therefore, live away from their homes in 
camp cars or highway trailers. They must spend considerable time 
traveling back and forth to be with their families over the weekend. 

I might add there, and I am sure you will be interested in this, | 
this same railroad that I was telling you about, there may be some | 
men living here in Alexandria, Va., and they will be working 700° 
or 800 miles away from their homes in order to hold a job in one of | 
these mechanized gangs. And that is typical of the railroads where 
the mechanized gangs have been brought in to take the place of the | 
regular maintenance force. i 

Mechanization has also reduced the take-home pay of the employees. | 
With only a few exceptions, employees in slineniont track gangs, | 
or floating gangs as they are sometimes called, must pay for the 
meals prepared, through facilities furnished by the rare na in camp 
cars or highway trailers. The lodging in such instances is furnished 
by the carriers. Because of the inadequacy or nonexisterice of pas-— 
senger train service, the employees must often drive their personal — 
automobiles to and from their homes or use other means of 
transportation. : 

The productivity of maintenance-of-way employees has increased — 
tremendously. In 1946, the revenue traffic units per maintenance-of- 
way man-hour averaged 1,125.8. In 1956, they averaged 1,928.2. 


aise 


This is an increase of more than 71 percent, an average productivity — 


increase of more than 7 percent a year. 
Our Brotherhood is not in any way trying to impede progress or 
oppose mechanization or technological change. We do believe, how- 
ever, that the employees should share in the gains of mechanization; 
that they should at the very least be compensated for the increased 


training, skill, and responsibility required of them, for the deteriora- 
tion in their working conditions, and for the loss in take-home pay. | 


Instability of employment in the maintenance of way department 
is a longstanding problem. We have repeatedly endeavored to pre- 
vail upon the railroads to furnish a greater measure of job security. 
Three times in the 1930's, once on our own initiative and twice with 
other railway labor organizations, we tried to persuade the railroads 
to join with us in establishing a program to provide greater job se- 


eurity. On May 15, 1950, our Brotherhood submitted a national — 


proposal to the railroads for aoe employment stability. Because 
of the cool attitude displayed by management toward our program, 


little was accomplished toward relieving the situation. 

Our notice of 1950 was withdrawn on May 22, 1957, when we sub- 
mitted a new proposal to all railroads in the United States with | 
whom we hold contracts. We requested the adoption of 10 agree- — 
ment rules designed to furnish greater job stability by (1) providing 
for cooperative planning and programing by management and labor — 
to provide more stable employment and the more efficient use of man- — 
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wer; (2) requiring prior negotiations between management and 
enployes een when Deoulistianal changes are to be made 
in work methods, new types of machines placed in service, mechanized 
track gangs established, or track sections rearranged; (3) protecting 
the employees from a deterioration in working conditions or a re- 
duction in take-home pay; (4) controlling the contracting out of 
work by the railroads; and (5) providing severance pay for workers 
permanently separated from the industry. 

We feel that our proposal would be to the mutual advantage of 
both the railroads and their maintenance-of-way employees. To the 
employees it would mean greater stability of employment; a more 
orderly conversion to technological change; joint consultation prior 
to organizational changes in work methods or the introduction of new 
machines; joint and prompt reclassification of new jobs and the es- 
tablishing of appropriate rates of pay; compensation for any de- 
terioration in working conditions or reduction in take-home pay; an 
opportunity to perform work now being contracted out; and severance 
pay for employees who are separated from the industry. 

‘o the railroads it would mean a more stable work force; a more 
experienced work force; improved employee morale; improved em- 
ployee efficiency and productivity; an opportunity for the carriers 
to Teseveiine in advance all the costs of technological change; and the 
more orderly introduction of technological changes. 

Thus far, however, only two railroads—2 small railroads with 
about 15 employees on them—have accepted our proposal. In view 
of our failure to obtain a settlement in system conferences, we re- 
quested the railroads to establish committees to negotiate our request 
on a national basis with a like committee representing our Brother- 
hood. The national handling of uniform movements affecting all 
railroads has been well-established practice in the railroad industry 
since 1932. Because of the persistent refusal of the carriers to meet 
us in national negotiations and our inability to reach a settlement on 
a system level, we have circulated a strike vote to our membership 
to determine their wishes. 

What has been the effect of the drastic force reductions on the 
maintenance of track and structures? On February 15, 1953, the 
Engineering Section of the Interstate Commerce Commission’s Bu- 
reau of Valvation issued a study on deferred railroad maintenance. 
Since track accounts dominated, the Bureau elected to ignore other 
accounts. 

This study showed that there was approximately $1 billion of 
deferred track maintenance on class I railroads in 1952. Class I 
railroads had an average of 228,411 maintenance-of-way employees in 
the service (mid-month count) in 1952. In 1957, as I have already 
stated, they had an average of only 154,727. Obviously, the situation 
has deteriorated seriously since the study was made in 1952. 

Senator Purret.. Would it not be possible that some of that dif- 
ference would be accounted for by the utilization of mechanical means 
to do this? 

Mr. Carrotu. No, sir, Senator; I don’t think it would. I think 
the deferred maintenance—Mr. Symes went into that as far as the 
Pennsylvania Railroad is concerned—I think he was about the only 
railroad president that testified before this committee that admitted 
that there was a huge amount of deferred maintenance. As I recall, 
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his figure was in the neighborhood of $111 million, not by any set 
formula but by actual inspection and evaluation on the part of him 
and his engineers. And Mr. Symes is an engineer. 

Seadion LAvedun, Take a look at this top column. Maybe that will 
refresh your memory. 

Mr. Carrot. That is his exhibit on deferred maintenance. I don’t 
understand it, by a quick look. 

Senator Smaruers. Why do we not just go ahead. 

Senator Lauscue. All right. 


Mr. Carrotu. This is divided up into so many categories; how- 


ever, the grand total for the system is set at $132,920,000. It is divided 
up by regions and by districts in the region. 

If the Pennsylvania is typical, and represents 10 percent of the 
railroad industry, you multiply that figure by 10 oak you have an 
enormous amount of deferred maintenance. An amount of deferred 
maintenance that would help stimulate this situation considerably 
and put a lot of these people that are starving to death because they 
can’t find work back to work in the industry. It would stop the waste- 
ful spending of the millions of dollars that are spent in unemploy- 
ment compensation simply because the railroads stubbornly refuse 
to stabilize their employment. 

We have heard a lot about featherbedding, and if that is not feather- 
bedding, I would like to know what is featherbedding, when you pay 
some 125,000 of my people an average of $449 a year to sit out under 


a shady tree and do nothing, and the railroad pays it themselves and — 


is responsible only for it being paid, then I say that that is feather- 
bedding right down to the rockbottom. 

Yet, they accuse us of having all the featherbedding. 

In his statement to the subcommittee in January, President James 
M. Symes, of the Pennsylvania Railroad, testified that the deferred 
maintenance-of-way structures on his system totaled $132.9 million. 
He stated that this figure was not based on a formula but on the 
estimates of the company’s own engineers. If the other railroad 

residents who testified at that time had been as frank as Mr. Symes, 

am sure they would have presented to you a picture of deferred 
track and structures maintenance that would have been appalling. 
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If the Pennsylvania Railroad, as Mr. Symes states, is representa- _ 


tive of about 10 percent of the industry, and if we project his estimate 
for the Pennsylvania Railroad over the industry as a whole, we 


arrive at a deferred maintenance figure for tracks and structures of — 


some $1.3 billion. It is my opinion that this is a very conservative | 


estimate. 
Mr. Symes told you it has been necessary to place slow orders on 


tracks because of the current undermaintenance. This situation is no © 
doubt more or less typical of other railroads. It is clearly evidence | 
that a condition of this kind should not be permitted to continue, and ~ 
that the longer it does the more hazardous it will become. Yet in- | 


formation recently received from the general chairmen of our Broth- 
erhood indicates that additional heavy reductions in force are con- 
tinuing in the maintenance-of-way department. 

We find ourselves in a quite paradoxical situation: A great backlog 
of deferred maintenance needs to be done; thousands of maintenance- 
of-way workers who are out of work want and need this employment; 
yet instead of being increased, maintenance-of-way forces are being 
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continually slashed. Obviously, some remedy must be found—and 
uickly. 

' another practice of the railroads which helps to augment the un- 
employment situation is that of letting to outside contract work which 
could and should be performed by their own employees. Instances of 
this practice by the carriers appear to be increasing. At the same 
time our work is being performed by outside contractors, maintenance- 
of-way forces have been reduced to a point even below the worst years 
of the depression of the 1930’s. This, in my opinion, is an indefen- 
sible policy on the part of the carriers. Although I am not entirely 
familiar with the conditions existing in other departments, I do know 
that this same difficulty is being encountered by other railroad labor 
organizations. 

ome of our agreements contain rules prohibiting or restricting 
the contracting out of work. Under such rules we have been able to 
keep this practice to a minimum. Even in these instances, we often 
find the carriers insisting on the ers of work. Many of our 
agreements, however, do not contain rules of this nature, and numer- 
ous claims arise because of the tendency of the carrier to let work to 
outside contract. 

We are often able to prove to the railroad company that the em- 
ployees we represent are able to do the job as well, if not better, and 
at a lower cost than the employees of a private contractor. The 
major construction and maintenance projects carried out by mainte- 
nance-of-way forces are evidence of this fact. Yet the carriers con- 
tinue to persist in this practice. 

I am convinced that a great part of the difficulty being encountered 
could be eliminated if the carriers would adopt a realistic approach 
to the contracting out of work. The continuation of this practice 
can only lead to a vicious spiral. The more work they contract the 
less employees the carriers need; the less employees they have, the 
more they are inclined to let work to contract. The net result is that 
the employees lose more and more work and the carriers lose the 
adequately sized, trained, and stable work force so necessary to effi- 
cient operation. In view of the heavy force reductions that have 
been placed in effect, it certainly cannot be contended by the rail- 
roads that employees are not available to do the work. 

The elimination of the carriers’ practice of contracting out the 
work that should be performed by railroad workers is, in my opinion, 
a very important step toward greater stability of employment and 
job opportunity for railroad workers. In our pending request for 
rules changes, to which I have already referred, we have proposed 
a rule making the contracting out of work a matter for negotiation 
and agreement between the railroad company and our general chair- 
man. 

The heavy force reductions made within the past few years by the 
railroads have seriously depleted the railroad unemployment insur- 
ance fund. I have already pointed out that during the benefit year 
meme 221,000 unemployed railroad workers drew $83.2 million in 

nefits. 

When the Railroad Unemployment Insurance Act was passed by 
is in 1938, effective July 1, 1939, it provided that the plant 
would be financed by a 3-percent payroll tax, paid entirely by the 
railroads, on earnings up to $300 a month. The 1954 amendments to 
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the act increased this maximum to $350 a month. Because of the 
low rate of unemployment during the war years and the relatively 
high payrolls, the balance in the unemployment insurance account 
rose rapidly until it amounted to nearly $1 billion. 

Effective January 1, 1948, Congress amended the act to place the 
contribution rate on a sliding scale, under which the rate for any 
calendar year depends on the balance in the railroad unemployment 
insurance account on the preceding September 30. The rate may 
vary from 0.5 percent to 3 percent by gradations of 0.5 percent. For 
instance, if the balance in the account on September 30 is $450 million 
or more, the contribution rate for the following calendar year is 
0.5 percent; if it is from $400 to $449 million on September 30, the 
rate becomes 1.0 percent the following January 1; and so on. When 
the amount in the fund falls below $250 million, the rate becomes the 
maximum of 3 percent. 

Under the sliding-scale schedule, the rate dropped immediately to 
0.5 percent of payroll in 1948. By September 30, 1955, however, 
the inroads on the fund had been so heavy that the balance in the 
unemployment insurance account had decreased to $395 million. It 
was therefore necessary to raise the contribution rate to 1.5 percent 
for 1956. The balance in the fund continued to fall and the con- 
tribution rate for 1957 became 2.0 percent. By September 30, 1957, 
the balance had dropped below $300 million, so the contribution rate 
for 1958 is 2.5 percent. Within the past several months the situa- 
tion has worsened rather than improved, and there is every indica- 
tion that this trend will continue. 

This is indeed a serious condition. Thousands of cutoff railroad 
workers are being required to live on the reduced income of unem- 
ployment benefits, which are available for only a maximum of 26 
weeks (130 days) in the benefit year, and the unemployment insur- 
ance fund is being constantly depleted. A reversal of this trend must 
depend on the finding of a solution to the present acute unemploy- 
ment situation in the industry. 

Certainly no one can question the fact that the stability and sound- 
ness of our railroads is our Nation’s first line of defense. The great 
achievements of our railroad network in handling safely and effi- 
ciently the tremendous record volume of freight and passenger traf- 
fic during World War II has been so thoroughly documented that 
further comment seems superfluous. Railroad workers take great 
pride in the fact that they were able to serve their country so capably 
and that they played such an important part in the winning of 
the war. 

In a survey entitled “Rail Transport and the Winning of Wars,” 
issued in March 1956, Gen. James A. Van Fleet, U. S. Army (re- 
tired), reviewed the importance of railroads in military operations. 
Through his experiences in World War I, as a combat commander 
in World War II and in Greece, and as a commanding general of 
the 8th Army in Korea, General Van Fleet had to concern himself 
constantly with transportation matters. His survey, based both on 
“personal observation and recorded experience,” is an authoritative 
review of the indispensable role of the railroads in national security. 

General Van Fleet pointed out that during World War II, rail- 
roads in the United States moved 90 percent of military freight 
and 97 percent of all organized military passenger movements, 
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Every pound of this vast military freight and passenger traffic had 
to be transported in equipment caiined roadway maintained and kept 
safe by railway workers. In commenting on the rapid recuperabil- 
ity of railroads from military damage, General Van Fleet said: 

One reason why rail lines and structures can be so quickly restored is that 
such restoration involves no new experience for trained railroad men. Damage 
caused by enemy bombardment, demolition, or sabotage does not differ greatly 
from ravages of fire, flood, landslide, earthquake, and other natural causes 
which railroaders are accustomed to dealing with. 

* * * Peacetime training and experience in getting rail lines back into serv- 
ice after various types of mishaps enabled military railway troops to achieve 
near-miracles of fast rehabilitation and recovery in our various war theaters. 

It is doubtful if enemy action, even with militarily justifiable use of atomic 
or nuclear weapons, could equal some of the emergencies with which Nature 
confronts railroads. * * * 

General Van Fleet cites various examples of the impressive part 
played by railway workers in establishing rail lines following na- 
tional catastrophes. These examples of fast recovery from damage 
caused by natural forces mean, to use the general’s own words, “that 
the country has at its call in time of national crisis a trained reserve 
of men schooled in this vigorous tradition.” 

The alarming fact, however, is that this “trained reserve of men” 
has been so dissipated by the heavy slashes in force made by the rail- 
roads in recent years, and particularly within the last few months, 
that our railroad network would undoubtedly be ill prepared at the 
present time to cope with a crisis of national proportions. Railroad 
presidents told you in January that railroads in the United States 
could not. presently handle by any means the volume of traffic of 
World War II. According to military authority, the changes in 
military planning brought about by the nuclear age will in no wise 
diminish the need for the services of the railroads and may well 
increase the need for them. 

The present serious condition of our railroads from the stand- 
point of national security is more than alarming; it is critical and 
demands the prompt attention of Congress. Military authorities 
have expressed the opinion that only the railroads have the capacity 
to meet all military traffic requirements in the United States, and that 
a combination of all types of carrier service, exclusive of the railroads, 
would not be adequate. 

The railroads have always had the ability in the past to see our 
Nation through when things were the roughest. If we permit that 
ability to be destroyed, or even seriously impaired, we are in my 
considered opinion flirting with disaster. Action to restore our Na- 
tion’s railroads to their rightful competition in the transportation 
field cannot be ignored or delayed with impunity. 

Mr. Chairman and members of the committee, at the outset of these 
hearings a most unfortunate and completely unfounded allegation 
was made to your committee which reflects on the good name of 
railroad employees throughout the Nation. 

Mr. Patrick McGinnis, president of the Boston & Maine Rail- 
road, in discussing with your committee what he alleges to be the 
problem of featherbedding in our industry, made a most irrespon- 
sible charge. Mr. McGinnis said, “The last railroad president who 
tried to do something about this problem of featherbedding, Mr. 
George McNear, of the Toledo, Peoria & Western Railroad, was 
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murdered for his efforts.” The inference in this charge by Mc- 
Ginnis is quite clear. He intended that your committee and the 
Nation believe that some railroad employee who disagreed with Mc- 
Near’s efforts to eliminate what is erroneously called “featherbed- 
ding,” shot and killed McNear. This charge « McGinnis is abso- 
lutely false and he knows it. 

Senator Purrett. May I inject, at those hearings, if you recall, if 
you were present, I broke in and told Mr. McGinnis that his statement 
was in no way proof of the charge, and I think the record will so show. 

Mr. Carrot. We appreciate what you did there, Senator. But 
because of the statement of Mr. McGinnis, we thought it advisable 
to inject this in the record. 

The fact of the matter is that George McNear, of the T., P. & W., 
was in flagrant violation of the Jaw governing labor-management 
relations in our industry. Several disputes on the T., P. & W. which } pre 
led to these difficulties had nothing to do with alleged featherbedding. | rail 
MeNear decided that he was going to run this railroad the way he J 
wanted to run it without reference to the unions, to practices in the | hat 
industry, or to the Federal law. As a consequence, the T., P. & W. 
was seized and operated by the Government for the duration of the ! 

: 





ery: When the Government returned the road to McNear, 
these problems again arose. 

Many responsible people throughout the executive and legislative 
branch of the Government used the strongest language in condemn- 
ing McNear and his tactics. Perhaps Senator Robert A. Taft 
summed it up best when he described McNear as a “psychopathic 
case” in hearings before the Senate Labor Committee. 

There are many who believe, and we share this view, that McNear 
was actually shot «| a professional gunman whom he had hired to do 
some gun toting on his railroad. In any event, the murder of McNear 
has never been solved and there is not one shred of evidence in any | of 
law enforcement agency in the State of Illinois to support this un- 
warranted and demagogic charge by Pat McGinnis. | go 

Mr. McGinnis did not say and perhaps he should have told you that — we 
several employees on the T., P. & W. were shot and wounded. Two | I. 
members of my organization were shot to death by persons in the | co 
employ of McNear. . 

Railroad employees are sepecehy incensed that this kind of charge 
dealing with featherbedding should be made by Patrick McGinnis. 
Your committee might be interested in knowing that 6 or 7 years ago, 

Mr. McGinnis was the subject of a formal inquiry by the Interstate 
Commerce Commission dealing with exorbitant expense accounts of — ov 
officers of the Norfolk Southern Railroad. Mr. McGinnis controlled — wi 
the Norfolk Southern at that time and he was found by the Interstate —_ to 
Commerce Commission to be extremely wasteful and exorbitant in — th 
his expenditure of the railroad’s moneys for his personal use. Asa | 
matter of fact, McGinnis has just recently completed a recreation | ag 
project for officers of the Boston & Maine which includes a swimming — | 
pool and a lavish country resort, again using funds of the railroad — 
that he now controls, the Boston & Maine. Mr. McGinnis’ wasteful | ™ 
use of funds of the Norfolk Southern and his lavish expenditures © jg 
for personal expense could hardly be called featherbedding. A more 
appropriate term would be satin and downbedding.  t 
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Again let me say that railroad employees resent the inference in 
Mr. McGinnis’ remarks. 

In my statement I have outlined to you in some detail the effect of 
the present railroad situation on the employees represented by our 
Brotherhood, and, for that matter, on railroad employment in general. 
I have also pointed out the serious effect on safety of the severe re- 
ductions that have been made in maintenance-of-way forces and the 
consequent continually increasing backlog of deferred maintenance. 

What, specifically, can Congress do to correct this situation? It is 
my opinion that Congress should immediately enact legislation giving 
to the Interstate Commerce Commission the authority to inspect the 
tracks, bridges, and structures of the Nation’s railroads and to make 
and enforce orders for the correction of unsafe conditions. The 
Commission does not now have this authority, contrary to the im- 
pression that may have been left with your subcommittee by a leading 
railroad president who testified before you. 

It has been a pleasure and a privilege to appear before you and to 
have had the opportunity to express the viewpoint of railroad 


' maintenance-of-way workers. 


Attached you will find two tables, one showing the employment 
trend of maintenance-of-way workers and the employees as a whole 
of class I railroads from 1921 through 1957, and table II, showing 
the employment trend for the 16 classifications of employees that my 
Brotherhood represents, and making comparisons between the years 
1948 and 1957. 

Mr. Chairman and gentlemen, I have been in this industry quite a 
number of years. In fact, since 1907 I have devoted all of my time 
in the railroad industry or this Brotherhood of Maintenance of Way 


_ Employees, and I can’t became alarmed over hearing the railroad 


PE SRR I AN SRE I ZINE TEN RENE 


representatives crying to the housetops that they are on the verge 
of going out of business. That is not going to happen. 

As Mr. Leighty pointed out, the railroads of this country are in 
good condition. They are indispensable to the future health and 
welfare of this country, and they are not going out of existence, and 
I don’t think anybody should get too worried about their present 
condition. 

Thank you very much, Senators. 

Senator Smatuers. Thank you very much, Mr. Carroll. 

Are there any questions? 

Senator Lauscue. Yes; I would like to ask a question or two. 

I have before me the testimony of Mr. Symes, in which he points 


_ out that they deferred maintenance work in the sum of $132 million 
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with respect to one group of items, and another $67 million in regard 
to another group, making a total of about $190 million. Now he says 
this: 

Deferred maintenance is not caused by lack of foresight on the part of man- 
agement; it is caused by the lack of dollars to take care of it. This story of 
lack of dollars and the reasons therefor has been told over and over again 
to those regulating our destinies, the Interstate Commerce Commission as to 
pricing, the Presidential factfinding boards as to wages, and State public service 
commissions as to services, and sometimes pricing. But you can see the results 
have been negative. I can tell you why. 


Now then I would like to hear your understanding of the causes 
for not going forward with the maintenance which has caused your 
members to be out of work. 





a 
Lege 





2070 PROBLEMS OF THE RAILROADS 


Mr. Carrouu. Senator, I stated in my statement that our people 
were the so-called whipping boys of the industry. It has been the 
practice of railroads generally for many, many years, as soon as th 
president of the railroad gets what he would term an adverse financial 
report from his auditors, to start looking around to find ways and 
means to ¢ the situation if he can. He sees this huge debt, this 
maintenance-of-way department, which is one of the expensive opera- 
tions of the railroad industry, and it is easy to defer maintenance, 
So he orders reduction in the forces in the maintenance-of-way 
department. He orders curtailment of the spending for materials, 

a een Lauscus. Why do you think they reduce the upkeep of 
Prep ceaiehenainny? Mr. Symes said, “We don’t have the money to 

o it. 

Mr. Carroti. Maybe Symes doesn’t, but there are many other rail- 
roads that testified here Selon this committee that have plenty of 
money to do it. The Southern Railroad won’t admit that they have 
deferred maintenance, but in pespentjes I daresay if their engineers 
were allowed to testify here before your committee, they would tell 
you that the Southern Railroad had as much if not more deferred’ 
maintenance than the Pennsylvania has. . 
manine Lauscur. Did the Southern testify through a representa-) 
tive 

Mr. Carroiu. Mr. DeButts, the president of the railroad, was here, 
I addressed a letter, dated January 13, and with the permission of) 
the chairman of this committee I would like to at this point insert) 
this letter and its attachments in the record. Each of you already has 
a copy of it. It was sent to Mr. DeButts and to Mr. Owen Clark, of! 
the Interstate Commerce Commission, and copies were sent to the 15 
members of the Senate Committee on Interstate and Foreign Com-| 
merce and 32 members of the House Committee on Foreign Commerce, 

The texts of these exchanges of telegrams and letters, on December 
13, 1957, the Southern Railroad laid off every maintenance-of-way 
employee represented by my Brotherhood and told them they were 


being laid off until January 3, 1958. I was apprised of that, and! 


I wired Mr. DeButts what I thought was a friendly telegram. I have 


known him for many years. And I asked him to reconsider the mat-| 
ter. He answered that he would not reconsider it, and that if I would” 
study the records I would see that he was not doing anything that) 


had not been done in the past. 


I worked for the Southern Railroad myself once, in the early part | 
of the century, and I have been in the industry, as I said, since 1907, | 


and I have been employed by this Brotherhood in one capacity or 
another since 1919. And all of the time I have either been president 
of the Brotherhood, general chairman of the Louisville & Nashville 


Railroad, or vice president in charge of the Southeastern Region, | 


and not once during that period of time did the Southern Railroa 
ever before lay off all of its maintenance-of-way employees. 


T sent him another telegram, and I called his attention to the splen- | 
did financial condition that his railroad is in. Attached to my letter” 
as part of this record that I have asked to be inserted here is the finan- | 


cial statement of that railroad from 1945 up to and through the first 
10 months of 1957. And it shows that the lowest net revenue year 
for that railroad was $9,252,270 in 1946. In 1956 the net was $38,871,- 





606. And the first 10 months of 1957 was $26,394,577. They have! 
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paid dividends every one of those years, ranging from a low of $4.82 
per common share in 1946, when they only had 1,298,200 shares of 
stock, to a high of $19.13 in 1952, when they still had the same number 
of shares of stock outstanding. 

And then they declared in 1953 a two for one split in the stock, 
go naturally that year they didn’t pay quite as much dividend. That 
was $11.62 for that year. Then they went through 1957 and the divi- 
dends had increased to $13.44, so they again had a 2% for 1 split in 
1956 and yet he would lay off every maintenance-of-way man. And 
that is typical of a lot of railroads in this industry. 

Senator Lauscne. I understood you to say that possibly the Penn- 
sylvania Railroad had to do its laying off because of its fiscal insta- 


aa 
r. Carrot. No, sir; I did not agree with that, Senator. I am 
sorry if you got that impression. 

an Lauscue. Why do you think they laid off on the Pennsyl- 
vania 

Mr. Carrot. To try to save money so that they could pay dividends. 
That is it exactly. 

Senator Lauscur. He goes on to say, I think I can tell you why: 


The three important categories in the management of any corporation are: 


pricing, costs, and service. 


Las © 


Then he said : 


Let’s examine them in our industry. As to pricing, management can only 


recommend what they think prices should be. Then regulation tells us what 
they will be, and when. 

May I ask you your view on whether or not the railroads are over- 
regulated with respect to pricing, especially when they try to compete 
with other modes of transportation ? 

Mr. Carroiz. Senator, the railroads, as Mr. Leighty pointed out, 
are the common carriers and the backbone of the transportation in- 


| dustry of this country. And over many years, since the Interstate 
_ Commerce Commission was first created, the Congress of the United 


States has felt, I assume, that those regulations were necessary and 


' essential to the future health and welfare of the country and the 


railroads themselves. They may be overregulated in some respects, 
and maybe they are not regulated enough in other respects. That 
is avery difficult question that you propounded to me. 

Senator Lauscue. As to costs, he testified : 

Over half of our gross revenues go to wages. We get into a dispute with labor 
unions as to what wages or working conditions will be and they are settled 
under procedures of the Railway Labor Act, usually by a fact-finding board ap- 
pointed by the President. 

He contends that as management, they are not allowed to run 
their own business, and that this mode of settling their business 
affairs is wrong. MayI hear your viewsonthat? 

Mr. Carroiu. Senator, I can only answer in this way: Since the 
Transportation Act of 1920, there hasn’t been one dispute on the 
Pennsylvania Railroad concerning wages and working conditions, 
or any other railroad in the United States, that couldn’t have been 
settled right at home on the Pennsylvania or the other railroads had 
the management of the Pennsylvania or the other railroads been 
inclined to sit down and discuss the matter and work it out. 
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But that hasn’t been the policy since 1932, when the railroads 
themselves inauguarated the so-called national handling of wage 
matters. 

Senator Lauscue. With respect to service he said, “As to service we 
can seldom remove passenger trains or close stations without ap- 
proval of State public service commissions. Rules regarding main- 
tenance and inspection of equipment and facilities are to a large 
extent prescribed by regulation.” He claims that these restrictions 
have put them in a financial difficulty. Let me hear your views on 
that. 

Mr. Carrovi. My views on that are simply this: I think if you will 

o back for a period of 10 years—and I am sorry I don’t have all of 
the figures here before me—you will find that the Pennsylvania Rail- 
road has done a splendid job in eliminating passenger services and 
a lot of agencies and trains, as Mr. Leighty pointed out, that were 
money-making trains. 

For illustration, I will point to one train on the Pennsylvania and 
then I will point to another on the New York Central that you are 
well acquainted with, and I believe you are acquainted with both 
of these trains. For many, many years the Pennsylvania ran a pas- 
senger train leaving Detroit in the afternoon, for Chicago, and leav- 
ing Chicago in the late afternoon for Detroit. It was known as the 
Arrow. I think if you could get the records—I think someone 
asked Mr. Leighty this morning—if you could find out just whether 
or not a definite passenger train was making or losing money, if you 
could get the record of that particular passenger train you would find 
that for months prior to the taking off of that passenger train that 
it was a sellout in both directions day after day. 

The other train is the Mercury, that runs from Detroit to Cleve- 
land. That has been one of the crack passenger trains on the New 
York Central for many, many years. It was an all-reserved day 
coach and chair car, first-class passenger chair car train. 

Not very long ago I found that I had to go to your home city of 
Cleveland. I got a chair car reservation on the Mercury from De- 
troit to Cleveland. I stayed in Cleveland a day, then I went out to 
Lorain. So when I got ready to go back to Detroit I tried to make 
a reservation on the same train going to Detroit. I was told there 
was no such thing as a chair car, and I got in a rather heated argu- 
ment with the agent. But I came to find out that you could get a 
chair car from Detroit to Cleveland on the Mercury but you couldn’t 
get one from Cleveland back to Detroit. 

They had removed all of the reservations for the day coaches, which 
I was perfectly willing to sit in going back, both my wife and I, and 
we got in there. So I made inquiry as to why they had discon- 
tinued reserving the seats on that train, and I was told that the only 
reason that had ever been explained for doing it was in order to 
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eliminate the train porters that were put on to handle the luggage for 
those people. When I got to Detroit, in spite of the fact that 1 have 
a cane, and am under strict instructions from my doctor not to pick 
up anything that weighs more than a few pounds, I had to lug not 
only my wife’s luggage and my own but I helped two old ladies get 
off the train in Detroit and finally got them a Red Cap. 

I think the railroads have done a pretty good job of emasculating 
their passenger business. 

Senator Lauscue. One more question and I will close. You have 
table 1 in your transcript. Would you be able to supply an addi- 
tional column to this table showing what the total wage load was of 
the same railroads involved in these statistics for the corresponding 
years in which you show the number of employees ? 

That is, in 1921 there were 1,659,000 employees. What was the 
total payload in that year? 

Then in 1957, there are 984,000 employees. What was the total 
payload? If we could get that corresponding column some way, it 
would help. Can we get it maybe from the Interstate Commerce 
Commission? We won’t put the burden on you. 

Senator Smatuers. Yes, we can. 

Mr. Carroti. You can get it from the Interstate Commerce Com- 
mission. ‘They publish it monthly as well as annually. 

Senator Smatuers. Senator Purtell, do you have any questions? 

Senator Purrein. No, I haven't. 

Mr. Carrot. We can give you the table if you want it. It will 
take a few days to get it. Wecan get it. 

Senator Lauscue. I think the table should be put at this point in 
the record. 

Senator Smatuers. Without objection, it will be so done. 

Mr. Carroti. I don’t know how long it will take to get it. We 
will do it as soon as we can. 
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(The tables referred to follow 
Employment trend—Total employees and maintenance-of-way employees—Class I 


railroads in the United States, 1921-57 
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Trend of employment and total compensation, all railroad employees—Class I 
line-haul railroads, 1921-57 




















Year Number of | Total compen- Year Number of | Total compen- 
employees ! sation employees ! sation 
1,659,513 | $2,765, 1, 026, 848 1, 964, 124, 660 
1, 626, 834 2, 640, 1, 139, 925 2, 331, 650, 452 
1, 857, 674 3, 004, 1, 270, 687 2, 932, 069, 581 
1, 751, 362 2, 825, 1, 355, 114 3, 520, 926, 422 
1, 744, 311 2, 860, 599,920 |] 1944._.............. 1, 414, 776 3, 857, 956, 930 
1,779, 275 2, 946, 114, 354 |) 1945................ 1, 419, 505 3, 862, 001, 116 
1, 735, 105 SOO 1Ge, OE 1) SOUR. a mencennsanever 1, 359, 263 4, 170, 767, 009 
1, 656, 411 2, 826, 590, 471 |} 1947................ 1, 351, 863 4, 352, 047, 127 
1, 660, 850 2, 896, 566,351 || 1948................ 1, 326, 597 4, 768, 827, 602 
1, 487, 839 2, 550, 788, 519 |} 1949. ............... 1, 192, 019 4, 418, 790, 072 
1, 258, 719 2, 004, 994,379 || 1950................ 1, 220, 401 4, 594, 422, 784 
1, 031, 703 a 8 8 ho eee 1, 275, 744 5, 272, 974, 785 
971, 196 1, 403, 840, 833 || 1952................ 1, 226, 421 5. 326, 804, 332 
1, 007, 702 1, 619, 351, 725 || 1953... ............. 1, 206, 312 5, 326, 316, 057 
994, 371 1, 643, 878, 510 |} 1954....-..-...-.... 1, 064, 705 4, 855, 099, 734 
1, 065, 624 1, 848, 635, 804 || 1955... .......-..-.. 1, 058, 216 4, 993, 662, 226 
1, 114, 663 1, 985, 446, 718 || 1956... ... -iiaienienttiaet 1, 042, 664 5, 324, 672, 032 
939, 171 1, 746, 140, 636 |) 1957................ 984, 784 6, 327, 061, 115 
987, 675 1, 863, 333, 736 





1 Mid-month count. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States and Statement 
M-300; and Table I of ‘Statement of T. C. Carroll, President, Brotherhood of Maintenance of Way Em- 

loyes, Before the Surface Transportation Subcommittee of the Senate Committee on Interstate and Foreign 
Becameres, Apr. 2, 1958.” 


Employment trend—By classifications—Maintenance-of-way department—Class I 
railways in the United States, 1948 and 1957 














Average number of Decrease 
employes 1948-57 
Classification midmonth 
1948 1957 Number | Percent 

SN tne RIINIIIEE CROONIIINIE oo. Ue acesucetiwndbeaduushecien 4, 093 3, 545 548 13.4 
Bridge and building carpentets.....................------------ 13, 870 10, 457 3, 413 24.6 
Bridge and building ironworkers--_-_...............-....-.------ 991 784 207 20.9 
Bridge and building painters_-__.____._ ~ipbietas. xb ois se 2, 292 1, 843 449 19.6 
Masons, bricklayers, plasterers, and plumbers-_- ---.-....---.-- 2,010 2, 787 1777 133.7 
Maintenance-of-way and structures helpers and apprentices --_- 7, 901 5, 625 2, 276 28.8 
Portable equipment operators... __........-.--..--.-------.---- 5, 118 6, 892 11,774 134.7 
Portable equipment operator helpers__.__.........-...----- iti a 672 583 89 13.2 
Pumping equipment operators-_-._-_._.......-------.--------- 1, 668 256 1,412 84.7 
Gang foremen (extra gang and work train) -_-.._..........-.---- 4, 152 2, 871 1, 281 30.9 
INNIS cag. cxancikaringacussouccancedaaehecdsatiamdehin’ 24, 523 16, 964 7, 559 30.8 
NO aos cn ch . Seccics dec ade aa sume bh esenseaes 49, 386 22, 985 26, 401 53.5 
a ae 122, 221 69, 186 53, 035 43.4 
Maintenance-of-way laborers, gardeners and farmers. ---_--..-- 3, 671 1, 960 1,711 46.6 
Bridge operators and helpers.............--.....---.------------ 1,019 1,001 17 1.9 
Crossing and bridge flagmen and gatemen.-...............---.-- 12, 473 6, 988 5, 485 44.0 

RII tccial rts whansi cs Scouieate coun decenpiemie eee aat apie wha ates eoneitaete 256,060 | 154,727 | 101,334 39.6 
1948-57: 

Total decrease 
Total increase 
I ii dank ks ch teededld. -cgiss dp ninscagus~ dak} gesbaahgua~ as QU 
1 Increase. 


Source: Annual M-300, Interstate Commerce Commission and Monthly Statements M-300. 


21278—58—pt. 4——-7 


Sceeemnanenmenemmnaiemeane racers 


as 


ak ater 


ee 


acs 


—we _—— 
see cae eee 


SS 


eg Dua tea 





2076 PROBLEMS OF THE RAILROADS 


Senator Smaruers. It is your belief that they have been laying 
off these passenger trains, as you say, your words were “The rail- 
roads have done a good job of emasculating the passenger business.” 

Mr. Carro.u. Yes, sir. 

Senator Smaruers. That has been done with State regulatory 
approval apparently ? 

Mr. Carrotu. As Mr. Leighty pointed out this morning, there have 
been many trains abandoned without any approval at all. If any 
approval was given for discontinuing of the Pennsylvania Arrow 
I don’t know who gave the approval. 

Senator Smatruers They hie let off some also with approval? 

Mr. Carrotzt. Yes. Mr. Leighty pointed out the number, I think, 
over a certain period of years. 

Senator Smaruers. Thank you. You have made a fine witness. 
We appreciate your testimony. 

(The correspondence which Mr. Carroll asked to be inserted in 
the transcript is as follows:) 


BROTHERHOOD OF MAINTENANCE OF Way EMPLOYES, AFFILIATED WITH THE 
A. F. L.-C. I, O. ann C. L. C. GRAND LopGE 


OFFICE OF PRESIDENT 


Detroit, Micu., January 13, 1958. 


(This letter was individually addressed to Mr. H. A. DeButts, Mr. Owen 
Clarke (ICC), James P. Mitchell, Neil H. McElroy and the 15 members of the 
Senate Interstate and Foreign Commerce Committee and the 83 members of 
the House Interstate and Foreign Commerce Committee. ) 

Just before Christmas and during the height of the holiday traffic period, I 
was shocked and amazed to learn that the management of one of the larger 
railroads serving the Southern States—specifically the Southern Railway Sys- 
tem—had laid cff its entire track and bridge and building maintenance force, 
effective at the close of the work period Friday, December 13, 1957, until Mon- 
day, January 6, 1958. 

I was shocked because this meant that the huge fleet of fast passenger and 
freight trains operated by this carrier would be traveling over rails and 
bridges which, for a period in excess of 3 weeks, would not be inspected or 
maintained by the qualified track and bridge maintenance forces who regularly 
perform this work. I was amazed that this railroad management would take 
such a gamble with the lives and safety of the traveling public, its own em- 
ployes, and equipment for such 3-week period. 

Upon learning of this unprecedented action on the part of this common carrier, 
I immediately wired Mr. H. A. DeButts, president of the Southern Railway 
System, and you will find attached copies of our exchange of telegrams, You 
will note in Mr. DeButts’ telegram to me of December 24, he stated “However 
Sharp reduction in business makes these layoffs necessary. This is not new, 
we have always been forced to reduce our expenses as our income declined.” 
It is rather difficult to reconcile this statement when the Southern Railway 
System’s financial condition is analyzed. You will note from the attached 
statement showing the net income, number of common shares of stock out- 
standing, the dividends paid on common stock, and the amount earned per 
common share of stock for the period from 1945 to and including the first 10 
months of 1957, places this carrier in a most favorable financial condition. 

This apparent disregard for the safety of the traveling public and for the 
welfare of its own employes raises three very important questions in my mind. 

First, to what extent is the safety of the traveling public and this carrier’s 
employees being jeopardized by this carrier’s employment practices? Will it 
be necessary that a serious disaster occur such as the collapse of the Norfolk & 
Southern Railway bridge near Edenton, N. C., on July 5, 1957, before this is 
called to the attention of the proper authorities and corrective measures taken? 

Second, to what extent is this deferment of track maintenance affecting this 
railroad as a link in rail transportation for national defense? Should we 
again find ourselves in a national emergency, will it be necessary for the Fed- 
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eral Government to take over or anaes the ponents and equipping of this 
ier’s facilities to meet emergency requirements 

erhird, to what extent is the overall economy of the United States being af- 

fected by this carrier’s employment practices? There is no doubt in my mind that 

that the employment practices of this carrier most seriously create a weak link 

in our Nation’s economy at a time when every action should be taken to bolster 

our declining economy. 

In view of the seriousness of this situation, I am furnishing this information 
to you for your consideration and with the request that appropriate action be 
taken to initiate a thorough investigation of the Southern Railway Co.’s safety 
standards and employment practices. 

With best wishes, I am, 

Sincerely yours, 
T. C. CARROLL, President, 


BROTHERHOOD OF MAINTENANCE OF WAY EMPLOYES, 
Detroit, Mich., December 23, 1957. 
Mr. H. A. DEButTTs, 
President, Southern Railway System, 
Washington, D. C.: 


You are no doubt aware that the employes of the maintenance-of-way and 
structures department of your railroad have all been laid off from December 
13, 1957, to the morning of January 6, 1958. In view of the way these people 
have been treated during the past 2 years, I am sure they accept this not as 
a Christmas gift but as another step as complete disregard of human rights and 
human values. Men who have given their lives to a great railroad like the 
Southern system being treated with such little regard and respect. They are 
not second-class American citizens. Most of them are too old to find employ- 
ment in other industries and too young to retire. They have a right to expect 
better treatment as a reward for their long years of service. I sincerely hope 
you will take the necessary steps to remedy this intolerable situation. Do those 
officials who are responsible for this situation feel that they are operating 
the Southern system in a safe manner which the traveling public using your 
trains during the rush holiday season or any other season have a right to ex- 
pect. I feel compelled under the circumstances, unless something is done im- 
mediately to alleviate this situation, to call the matter to the attention of the 
Congress of the United States and the Interstate Commerce Commission. Please 
do not take this as a threat. I feel it a matter of duty, for without proper 
safeguards which only maintenance-of-way employes can provide, it is a hazard 
to operate trains and most unsafe for those using the trains. 


T. C. CARROLL, President. 


WASHINGTON, D. C., December 24, 1957. 
T. C. CARROLL, 
President, Brotherhood of Maintenance of Way Employees, 
Highland Park, Mich.: 

Your wire 22d, concerning force reductions. Reductions are being made in 
all classes, not just maintenance-of-way employees. No one is more concerned 
about the welfare of Southern’s employees than we are; however, sharp reduc- 
tion in business makes these layoffs necessary. This is not new: we have al- 
ways been forced to reduce expenses as Our income declined. Your assertion 
as to safety factor is completely without foundation. I am certain that upon 
reflection you will realize this. 

Harry A. DeBurts. 


BROTHERHOOD OF MAINTENANCE OF WAY EMPLOYEES, 
Detroit, Mich., December 27, 1957. 
Mr. H. A. DeButts, 
President, Southern Railway System, 
Washington, D. C.: 

Replying to your telegram of December 24 in reply to mine of December 23 
concerning the laying off of all maintenance-of-way employes December 13, 
1957, until the morning of January 6, 1958. I have conscientiously reviewed the 
position taken in my telegram of December 23, as suggested by you, and can 
find no reason for changing. Surely a practical railroad man as you are can 
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not seriously take the position that your tracks and bridges are safe when 
unattended by maintenance-of-way employes for such period of time. I believe 
that upon reexamination of your position, you will have to agree with me. And 
when one considers the very excellent financial showing you have been able to 
make during the past 6 years and first 10 months of 1957, any “sharp reduction 
in business” now occurring does not justify the inhuman treatment imposed 
upon your maintenance people, for each of the past 6 years your net has ranged 
between $18% million the low in 1951 to $38% million in 1956, with $264 
million net income for the first 10 months of 1957. I again most sincerely re- 
quest that you reconsider and order these maintenance people back to work. 


T. C. CARROLL. 





Southern Railway, 1945-57 











—— 


Number of | Dividends | Earned 

Year Net in- common paid on per com- 
come (2) shares out- common mon 

standing (1) stock (2) share (1) 











hele iti iad se diesealaglAcchtikdehion Wane $16, 298, 721 1,298, 200 | $3, 804, 600 $10. 24 
ne 9, 252, 270 1, 298, 200 3, 894, 600 4.82 
Oe Ae EI LIU lig cacddeceuck was 11, 892, 761 1, 298, 200 3, 894, 600 6.85 
et eh i AL kcal lide aude 19, 248, 065 1, 298, 200 5, 517, 350 12. 52 
ee han 11, 914, 308 1, 298, 200 973, 650 6. 87 
EG Mie AS NA ET SRO I 8 A IPS, ’ 400, 04 1, 298, 200 4, 219, 150 14. 94 
OE ith St 0 SkbG doin heh d..dk2428~ ddLda beech 1; 298, 200 5, 192, 800 12. 21 
le La cia Bs Mare dao hees 27, 834, 916 1, 298, 200 5, 517, 350 19. 13 
ee 33, 190,325 | 1 2: 596, 400 4, 868, 252 11. 62 
Bb ddan dhe ts hilt sotto oinn tac teeet et tta ues 26, 282, 681 2; 596, 400 9, 087, 410 8.95 
ctieell LnounliianbttiladilbteduisiisdeBiidlacd 37, 993, 249 2; 596, 400 | 10, 385, 600 13. 47 
(AR a Nae SR aR II OAR 38, 871,606 | 26,491,000 | 16,876, 600 5. 52 
Se Sed reais kn oa cet ue 3 26, 394, 577 (® (4) (4) 





1 2-for-1 split in 1953. in both common and preferred stock. 

2 244-for-1 split in 1956 in both common and preferred stock. 
310 months of 1957 only. 

¢ Not available. 


Source: (1) Moody’s Transportation Manual; (2) Transport Statistics in the United States, IOC, 


Senator Smaruers. We will now hear from our next witness, Mr. 
Michael Fox. 

Mr. Fox, we will make your statement in full a part of the record, 
or however, you want to do it. If you want to read it, go right to it. 


STATEMENT OF MICHAEL FOX, PRESIDENT OF RAILWAY 
EMPLOYEES’ DEPARTMENT, AFL-CIO 


Mr. Fox. Thank you, Senator. 

My name is Michael Fox; I am president of the Railway Employees’ 
Pepettaret AFL-CIO, with headquarters at 220 South State Street, 
Chicago, Ill. 

Before proceeding with my statement, I would like to tell you a 
little about myself. Like my two predecessors, while not as long in 
service, I have been in the service of the railroads for over'30 years. 
I entered the railroad service as an electrician, having come to this 
country as a young man serving my apprenticeship in Scotland. 

I have represented my organization, the International Brotherhood 
of Electrical Workers, in sued every level, and during World War 
II I was assigned to special work in connection with railroad trans- 
portation, particularly the problems of training people who had to be 
trained in the industry because of the shortage of manpower. I was 
at that time associated with the War Manpower Commission. 
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I came to the Railway Employees’ Department a little over 12 years 
ago as assistant to the president, later became the secretary, and for 
the past. 8 years have been the president. 

I might say that the Railway Employees’ Department is a chartered 
department of the American Federation of Labor, in existence for 
almost 50 years. The Railway Employees’ Department is a depart- 
ment of the American Federation of Labor and Congress of Indus- 
trial Organizations and is composed of the following affiliated stand- 
ard railway labor organizations: 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Builders, 
Blacksmiths, Forgers & Helpers. 

Sheet Metal Workers’ International Association. 

International Brotherhood of Electrical Workers. 

Brotherhood Railway Carmen of America. 

International Brotherhood of Firemen, Oilers, Helpers, Round- 
house & Railway Shop Laborers. 

These organizations, as well as the Railway Employees’ Depart- 
ment, are also members of the Railway Labor Executives’ Association, 
of which I am the vice chairman. 

The six organizations operating through the Railway Employees’ 
Department represent over 200,000 maintenance-of-equipment em- 
ployees comprising approximately one-fourth of the entire labor force 
in the railroad industry. Among the classes of employees repre- 
sented are machinists, boilermakers, blacksmiths, sheetmetal workers, 
electrical workers, carmen, their respective helpers and apprentices 
and stationary power plant employees, including licensed engineers 
and firemen. 

These highly skilled employees work in the railway shops, engine- 
houses, yards, and terminals where they build, maintain, service, 
inspect, and repair railway rolling stock. They work on all types 
of rolling equipment—steam and diesel-electric locomotives, passen- 
ger cars and freight cars—and do other skilled mechanical and elec- 
trical work on the railroads falling into their respective crafts. 

The ose and working conditions of the shop craft employees are 
governed by so-called federated agreements; that is, agreements cover- 
ing the several crafts. For the most part, these employees are hourly 
rated, work an 8-hour day and a 5-day week, and are paid on the 
basis of time actually worked. 

I might say, gentlemen, that these skilled employees are comparable 
to the same classes of skilled workers in other industries, and for 
the most part the wage rates of the skilled workers in the railroad 
industry that I speak on behalf of are much lower. 

The Railway Employees’ Department was set up to handle matters 
of common interest to all of the shop crafts in the railroad industry 
on the basis of voluntary cooperation between the international or- 
ganizations involved. 

As spokesman for the commer represented by these organizations, 
I desire to state for the record that I concur with the views and position 
expressed by Mr. G. E. Leighty, chairman of the Railway Labor 
Executives’ Association, on behalf of its member organizations. I 
also wish to direct the attention of this committee to certain railroad 
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management policies which have not only reacted unfavorably to- 
ward the maintenance-of-equipment employees we represent, but if 
continued, will seriously affect the future welfare and security of 
our country. : ; . 
Briefly, the carriers have been (1) contracting out an increasing 
amount of their repair work on equipment to outside companies, (2) 
abandoning their own facilities for the repair and maintenance of 
their equipment, and (3) systematically destroying their skilled labor 


force in the maintenance-of-equipment department. Such short-— 
sightedness is affecting the ability of our railroads to meet the trans- | 
portation needs of our expanding economy, and could be disastrous | 


in the event of a national emergency. 

I shall discuss these matters in more detail, but, first, I would like 
to give the committee some historical background which is significant 
and merits careful consideration. 

For many years, indeed since the railroads began operation over a 


century ago, they have done their own maintenance and repair work on | 


their motive power and rolling stock. Because it was essential for 
the safety of the passengers and cargo to inspect and maintain their 
equipment, the railroads established their own maintenance and re- 
pair facilities consisting of backshops, car shops, roundhouses, repair 
tracks, train yards, and powerplants located at convenient points over 
‘the entire rail network of our country. Here locomotives and cars 
were inspected, maintained, repaired, and periodically rebuilt and 
modernized. 

On some roads these facilities have been utilized to build new loco- 
motives and cars. They also established apprenticeship programs 


3 
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in cooperation with our labor organizations to train the highly skilled | 


employees needed to perform this work. 
When our country entered World War II, the railroads had an 


investment of almost a billion dollars in shops, enginehouses, power- — 


plants, and machinery, and almost $6 billion in cars, locomotives, 
and other equipment. The maintenance and repair work on this 
equipment was done by about 325,000 skilled shop employees and cost 


the railroads about a billion dollars annually. Apart from engaging | 
in the actual transportation of goods and passengers, therefore, the _ 


railroads operated a substantial maintenance and repair establishment. 


The wisdom and soundness of this program was dramatically dem- | 


onstrated during World War II. Indeed, if the carriers had not | 


provided for this emergency by setting up their own maintenance — 


and repair facilities and training the skilled force necessary to make 


them completely self-sufficient, we might very well have lost the 


battle of production so essential in “total war.” 


The railroads play a dual role in “total war.” They must, of | 
course, perform as an active auxiliary to the military machine itself. — 


They must move the men, the arms, and the essential supplies which 


are necessary to wage war. This is the traditional function of trans- | 


portation in warfare. 


The concept of “total war,” however, added another responsibility 


to the railroads. The entire economy is geared to a war machine and | 
the functioning of that machine depends on the railroads more than — 


any other factor. Our rail network is what binds it together. Raw 


materials, such as iron ore, coal, oil, and lumber, are transported from | 


our mines and forests to the large manufacturing centers where they | 
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are fashioned into the implements of war. These, together with 
the huge quantities of food necessary to sustain our armies in the 
field, are again transported to our principal ports where they are 
transhipped to our Armed Forces at the scene of battle. 

Because the railroad industry is the one mass transportation sys- 
tem which is capable of doing this job, it is not unusual to refer to 
our railroads as our “second line of national defense.” 

We entered the war with a shortage of cars and locomotives, and 
most of this equipment was old. With submarines operating off our 
coasts and rubber in short supply, both intercoastal and truck trans- 
portation were virtually immobilized. This and the greater demands 
made by war production and military movements placed an almost 
impossible burden on the existing equipment of the railroads. Be- 
cause of the shortage of essential materials and manpower, very few 
new cars and locomotives could be built, so it was necessary to keep 
all available equipment in serviceable condition. 

The intensive utilization which this equipment was receiving under 
the strain of wartime traffic placed an exceptional responsibility on 
the maintenance-of-equipment department of the railroads and its 
employees. Bearing in mind the shortages of materials and manpower, 
the maintenance-of-equipment forces by their skill and know-how 
gained from excellent apprentice training programs and their long 
experience as railroad shopmen, found ways to keep equipment in 
serviceable condition and the traffic moving. 

It was such heroic efforts as this that prompted Brig. Gen. Carl 
R. Gray, Jr., Director General, Military Railway Service, during 
the war tosay: 

I think we railroad men can modestly accept one compliment that has been 
passed to the American railroad industry, namely, that “American railroads are 
doing the greatest single job of the war.” 

A similar view concerning the contribution of the employees was 
expressed by J. Monroe Johnson, Director of the Office of Defense 
Transportation, who said : 

Without their complete loyalty and patriotism there might easily have been 
vatastrophe instead of this remarkable transportation performance of the 
railroads. 

The simple lesson to be learned from our experience in World War 
II is that the railroads could not have met this emergency if they 
had not equipped themselves with their own complete facilities for 
the maintenance and repair of their equipment and if they had not 
had the trained labor force to do it. For this reason we are greatly 
concerned over the developments which have occurred in the railroad 
industry since the end of the war. 

When new equipment became available after the war, it was only 
natural that the railroads should replace and modernize their worn- 
out and obsolete locomotives and cars badly battered by intensive war- 
time use. One of the developments was the rapid displacement of 
steam locomotives with diesel-electric locomotives. 

In 1940, the class I Railways owned 40,041 steam locomotives and 
only 797 diesel-electric locomotive units. In 1946, they still had 37,551 
steam locomotives, while the number of diesel units increased to 4,441. 
By 1957, however, the carriers had 27,345 diesel units and only 2,344 
steam locomotives. 
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This transition brought with it the modernization and relocation — 


of the locomotive shop facilities on some railroads. On others, the 
shop facilites have been all but abandoned and a large part of the 
work is being contracted out to outside companies. This varies between 
railroads ranging from the repair of components and subassemblies, 
such as diesel engines, traction motors, generators, controls, and the 
like, to the rebuilding of the entire locomotive. The fact remains, 
however, that the carriers have become far too dependent for their 
repair work on outside companies. 

cannot give you specific information on the extent of this prac- 
tice, because there are no published figures available, but on the basis 
of other evidence, I believe it to be substantial and that Electro- 
Motive Division of General Motors Corp. has a virtual monopoly 
over this work. 


ee 


In 1957 Electro-Motive secured over four-fifths of the more than — 
1,200 locomotive orders in the United States, according to a tabula- | 


tion made by Railway Age, the railroad trade publication, in its 


annual statistical number of January 20, 1958. This leaves less than | 


one-fifth of the business to be divided among other locomotive builders 
such as Alco Products and Fairbanks-Morse. 

Because dieselization of the railroads is almost complete, as indi- 
cated by the figures I have given you, the backlog of orders for new 
locomotives has declined. On the other hand, obsolescence and wear 
and tear of locomotives in service has reached the point where a 
considerable number now require heavy repairs each year. 

The locomotive builders, in order to utilize their own facilities, 


have conducted an intensive sales campaign to have the railroads | 


contract to these builders the rebuilding of their locomotives, and the 
components thereof. The most aggressive of these builders has been 
Electro-Motive. 

Your attention is directed to the following Electro-Motive ad, a 
two-page color spread, which appeared in the December 23-30, 1957, 
issue of the Railway Age: 

New locomotives for old * * *, 

The Minneapolis & St. Louis is building a new future from old freight loco- 
motives by turning them in for new general-purpose locomotives containing 
certain remanufactured components. The advantages of higher horsepower 
and greater versatility are obtained at a cost substantially less than that of 
completely new units. Year by year, the Minneapolis & St. Louis plans to 
continue this program with additional older units as they, too, reach maturity. 

Senator Lauscue. May I interrupt? 

Senator Smatuers. Yes, sir. 

Senator Lauscue. There has been some testimony given concerning 
the time within which these motors or diesels begin to show wear an 
tear. Are you able to give an opinion of when they begin to show 
their deterioration ? 

Mr. Fox. We can separate that, Senator, perhaps, to the most im- 
portant functional part of a diesel-electric locomotive, which is the 
traction motor. That is the heart of the whole operation. 

The diesel engine generates electricity and the electricity is used 
to supply that power to the traction motor which drives the locomo- 
tive. at function, the traction motor, perhaps has a greater wear 
and tear than any other part or component part of the diesel-electric 
locomotive. 
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It varies essentially with several factors. One, adequate mainte- 
nance, which would be the same if it was some electrical device that 
you might have in your home. Improper inspections would cause 
the deterioration much faster and it might be that it may run into 
difficulties because of exposure to weather. 

You will recall there was a recent snowstorm in the East and there 
was considerable tieup, and the story was printed in the press about 
the snow getting in on the motors. Actually that shouldn’t have 
happened if proper maintenance had been given to it, because it was 
found that the covers through which ventilation is taken care of were 
left off. ‘That was probably because at some time there wasn’t enough 
attention given to the maintenance. 

I would say, in reply to you, Senator 

Senator Lauscue. Tee I give you my recollection of the point they 
were trying to make / 

Mr. Fr ox. Surely. 

Senator Lauscue. I think they said that when they originally got 
the diesels, they anticipated a life of 12 or 15 years, and now their 
experience is that they begin to show conspicuous wear and tear in 
7 or 8 years, 

Mr. Fox. I think in the beginning, because of the high pressure, 
there was considerable competition in that field, Senator, and that the 
railroads were oversold on the capabilities of these diesel engines. 
And the result was that they spent considerably more money in 
buying this new equipment and leaving very little to take care of 
the normal maintenance work that might be required. In fact, they 
were virtually sold on the idea that this was perpetual motion and 
that they would never need any maintenance. 

It is true, what you said, but it is primarily because in the interval 
proper repairs and maintenance had not been given to them. I re- 
member one instance of a locomotive going over a million miles 
without a major repair job. That road had done a very good job 
of doing intermittent maintenance work. It would be my opinion 
that the life of the locomotive I have in mind was extended because 
of that proper maintenance. 

Senator Lauscue. It is your understanding, though, that the solid 
life and use without expenses has been much shorter than they origi- 
nally anticipated ? 

Mr. Fox. I would say that is generally true on some roads, de- 
pending on their maintenance policy. 

Senator Lauscue. Pardon me for interrupting. 

Mr. Fox. A similar two-page color spread appeared in the Febru- 
ary 24, 1958, issue of Railway Age, reading as follows: 





New locomotives for old * * * 

The Chicago and North Western Railroad has turned in 32 F-3 freight 
locomotives on the purchase of 32 new general purpose locomotives containing 
certain remanufactured parts. 

The value of the old freight units (worth nearly 40 percent of their original 
cost) was applied against the purchase of the general-purpose locomotives that 
embody all the improvements in materials and design of the past 10 years. 

This is the second phase of the North Western’s power renewal plan. The 
first involved their oldest model (FT) freight locomotives. 


Other locomotive builders are making a similar appeal with respect 
to the rebuilding of components, as illustrated by the following Fair- 
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banks-Morse ad appearing in the December 23-30, 1957, issue of the 
Railway Age. 

“Gain This Factory-Perfect Performance With Fairbanks-Morse 
Unit Exchange,” was the heading: 


Prompt delivery: OP engines of most every rating and major accessory group 
are ready for prompt shipment, due to a 60-percent increase in F-—M’s unit 
exchange program. 

Low-cost upgrading: The F-M unit exchange program reduces your costs all 
along the line—through lower maintenance, reduced shop facilities, lower parts 
inventory. At the same time you effectively meet increased tonnage demands 
made on your motive power fleet. 

Newest specifications : F—M’s continual search for improved engine performance 
and longer life can substantially increase the efficiency of the OP engine and 
its components. The exchange engine reflects the progress in F-M’s newest 
specifications. 


New warranty: Each engine, blower, pump, injection system, generator, and 
traction motor in the F—M unit exchange program is furnished under the standard 
new-equipment warranty. 

Note particularly that one of the inducements offered is to “reduce 
shop facilities.” 

But the biggest inducement being offered is a saving of 10 percent, 
which the locomotive builders have used to convince a great many rail- 
roads that they should discontinue doing their own repair work and 
abandon their shop facilities. 

The manner in which this is accomplished is set forth in a feature 
article appearing in the January 17, 1957, issue of the Chicago Daily 
News, where Ed Kandlik, their financial editor, discusses the deal 
made by the C. & N. W. to trade in 32 locomotives referred to in the 
Electro-Motive ad I read amoment ago. It reads in part: 

The road will turn in F-3 locomotives of 1,500 horsepower and get back 1,750- 
horsepower GP-9 locomotives. They won’t even look alike. Parts reused will 
be mainly traction motors and generators, but these will have been rebuilt 
and rewired for added capacity. 

The new locomotives will come off the regular production line. Because of 
the reuse of some parts they will carry a 10-percent lower list price than would 
completely new units. However, General Motors guarantees that from both 
an engineering and operating standpoint, they are the equivalent of new. 


In addition, he makes this significant comment : 


Financing of the transaction may set new patterns for the railroad equipment 
trust world. The owner’s initial equity of 30.5 percent in the new but partly 
rebuilt engines would be higher than the 20 percent that is established on most 
entirely new locomotives. 


If successful, the transaction may blaze the way for other railroads to do 
something about their diesel power that has grown obsolescent and reached the 
stage of requiring major repairs. 

This could mean a major program of rebuilding operations at Electro-Motive 
Division’s plants at LaGrange and in Chicago. 

Since the 32 locomotives traded in by the C. & N. W. Railway are 
listed in the tabulation of new locomotives ordered which ek 
in the annual statistical number of Railway Age, to which I referred, 
I would venture to say that a substantial part of the orders placed in 
1957 are rebuild jobs of the same character. This is borne out, not 
only by the contents of the ads I have read, but by reports we have 
received from our general chairmen on various carriers both with 
respect to the contracting out of locomotive work and the consequent 
layoffs which occurred among the shop forces. 

As I have stated, Electro-Motive has a virtual monopoly over this 
business. Their major manufacturing and repair facilities are located 
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in the metropolitan area of Chicago—incidentally, at LaGrange, IIl1., 
which is right outside of Chicago—and the concentration of any sub- 
stantial amount of the locomotive repair work required by the rail- 
roads of this country in this area would expose our nation to unneces- 
sary risk if we become involved in another war. 

The authorities responsible for national defense have urged that 
facilities essential to national defense be dispersed away from our 
larger cities and to prevent the possible immobilization of our trans- 

ortation system, steps should be taken immediately to reverse the 
flow of locomotive repair work back to railroad shop facilities, which 
are well dispersed and much less vulnerable to air attack. 

The freight-car situation has also become a serious problem. Not 
only has there been a chronic shortage of such equipment, but the 

reentage of freight cars in bad order and unavailable for service 

as been at a very high level for a number of years. 

Although freight traffic on the Class I Railroads in 1956 exceeded 
that of 1946 by 9 percent in terms of revenue ton-miles and was the 
highest in peacetime history, except for the year 1947, these railroads 
had about 33,000 fewer freight cars and the number available for 
service was reduced even further by the fact that 4 to 6 percent of 
such equipment has usually been unserviceable. In a number of 
months the average daily freight-car shortage has exceeded 18,000 
cars and on one occasion reached as high as 26,000 cars. 

This, in my opinion, has done much to drive traffic away from the 
railroads which they might otherwise have had if adequate equipment 
in good repair was made available. And although the decline in 
traflic during the past several months may have temporarily reduced 
the immediate need for equipment, with the return of better business 
conditions the railroads will again find themselves in the same predica- 
ment. 

In addition, the carriers are rapidly destroying their skilled labor 
force engaged in the inspection, maintenance, and repair of loco- 
motives and cars. 

In the year 1946 there were 371,150 maintenance-of-equipment em- 
ployees on the class I railways. By 1957, over a hundred thousand of 
these skilled employees were permanently separated from the in- 
dustry, reducing the number to 246,236. In February of this year 
maintenance-of-equipment employment reached a new low of 208,266, 
which is less than the number employed at the depth of the depression 
during the thirties. 

It is conceded that some of this decline in employment is due to 
improved efficiency and the fact that greater utilization has enabled 
the carriers to handle a given amount of traffic with fewer diesel- 
electric locomotives, but a very substantial portion of it is due to the 
abandonment of facilities and the contracting out of work which 
should be done by regular railway employees. Indeed, some car- 
riers have cut their forces even below that necessary for proper in- 
spection and maintenance of their equipment. 

The impact of declining employment has been made even worse by 
sharp seasonal fluctuations in railway shop employment, due largely 
to management policies which are unsound, uneconomic and unneces- 
sary. The annual employment figure of 246,236 which I have given 
for the year 1957 represents an average of 12 mid-month counts and, 
therefore, does not reflect the wide variation in employment which 
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took place during the year. Employment in 1957 ranged from a high 
of 257,358 in January to a low oF 226,288 in December. 

Senator Smaruers. May I interrupt? 

Mr. Gilbert, we have a quorum call. Mr. Gilbert, it will be more 
convenient for us to hear you tomorrow and we will hear you at 10 
o’clock, in this room, tomorrow morning. But we will finish with 
Mr. Fox this evening. Those who have to go will go, and those who 
can stay will stay. 

Mr. Fox, will you proceed ? 

Mr. Fox. In 1956, when the average employment was 265,684, the 
range was from a high of 278,820 in January to a low of 252,395 in 
August. Even this does not reflect the full extent of the instability 
of employment since within each month, reductions on some carriers 
are canceled out by increases on others. Figures compiled by the Rail- 
road Retirement Board for the year 1956, which are the latest avail- 
able, show that a total of 322,561 individual shop craft workers were 
employed that year and of that total 44,161 received less than 6 months’ 
work and 100,795 got less than 12 months’ work. While normal attri- 
tion such as retirements and deaths accounted for some of this turn- 
over, it is largely the result of instability of employment, and as I 
have stated this was a year of high traffic volume. 

This instability of employment is costly to the railroads and works 
untold hardship on the employees and their families. It arises from 
the fact that carriers bud et their maintenance-of-equipment ex- 
penses from month to month depending on the fluctuation in traffic 
and expenses. 

While it may be true that the need for maintenance would be gov- 
erned by the extent to which equipment is used, much could be done 
to improve on the scheduling of such work to secure better utilization 
of the shop facilities and the skilled labor force as well as to stabilize 
employment. 

In other words, the carriers, on the basis of years of experience and 
with the aid of their shippers advisory boards, can predict with a fair 
degree of accuracy what their equipment needs will be for a consider- 
able period in advance. So instead of rushing in and trying to repair 
their equipment in high traffic months and laying off forces in low 
traffic months, which has been their practice, the maintenance program 
could be budgeted on an annual basis, based on traffic estimates to 
eliminate the peaks and valleys of employment. Such a program 
would not only facilitate the repair work, but it would be more eco- 
nomical and equipment would te available when traffic increased. 

This has been done with some degree of success on at least one rail- 
road for the past 30 years under their minimum force plan. Late each 
fall our organizations meet with the carrier representatives and agree 
en the minimum force which will be employed in each craft by sub- 
divisions in the maintenance of equipment department during the 52 
weeks of the following year. Although there is an escape clause, 
which permits the cancellation of this agreement on 10 days notice 
after the first month, this clause has not been used, to my knowledge, 
during the entire time the agreement has been in force. Since this 

lan assures employment to something less than the full force required, 
it is not the complete solution to our problem but it was a step in the 
right direction. 
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The present employment practices of the railroads are also difficult 
to defend on other grounds. For example, they spend a great deal 
of time and money on apprenticeship programs to train the skilled 
journeyman mechanics they anticipate they will need to maintain 
and repair their equipment. Under the haphazard system in effect 
on many carriers, the large reservoir of skills represented by the 
maintenance-of-equipment forces is not only wasted by intermittent 
periods of unemployment, which are wholly unnecessary if work 
was properly budgeted, but more important, these employees despair 
of ever getting regular employment, with the result that large num- 
bers seek jobs elsewhere and are thus lost to the railroad industry 
forever. 

Senator, at this point, there was an inquiry made of Mr. Leighty 
as to the impact it was having on people with long years of service 
in the railroad industry. I would say in my group the tragic thing 
about that can be best summed up this way: that men of my age who 
have given many years of service to the industry, as I would if I 
were active back in the shops, are now walking the streets with 30 

ears and more service and know-how and skill, too old to get a 
job in another occupation or industry, and too young to receive their 
retirement annuity. 

On the other hand, young men who have been trained in the 
shops and are ready to take their places in the industry, find that 
there are no jobs available for them, with the result that it is a rather 
difficult message to convey to a youngster anymore, that because of 
this instability, he should seek a career in the railroad industry. 

That is a tragic thing, that I am sure, with a little careful planning 
the railroads could overcome. 

In addition, intermittent layoffs are a needless drain on the un- 
employment insurance fund to which the carriers contribute on a 
graduated scale, based on the amount in the fund. Such wasteful 
en could be avoided, or at least minimized to a large degree 

y stabilizing employment. 

Thus, the shortsighted policies followed by the railroads have not 
only served to destroy much of their potential to perform their own 
maintenance and repair work, but they are not taking advantage of 
opportunities to perform this work more economically. 

n the light of our experience in World War II, this presents a 
dangerous situation from the standpoint of national dntetide. By 
abandoning their traditional practice of doing their own maintenance 
and repair work, the carriers are placing themselves at the mercy 
of outside companies for their motive power. They are also far 
too dependent on outside companies for most of their freight cars. 

Conversion to war production or to the manufacture of any other 
oo in peacetime, as well as the closing of such plants by labor 

isputes could —— the railroad industry. Meanwhile, they are 
permitting their skilled forces to disappear and are either abandoning 
their repair facilities or failing to utilize them to their best advan- 
tage. Even from a purely economic point of view, they are toying 
with sheer suicide, for when they are no longer able to perform their 
own maintenance and repair work, they will lose control of perhaps 
the most important cost factor of their operations. 

It is our confirmed view, based on nearly a century of experience, 
that the maintenance repair and rebuilding of their motive power and 
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freight and passenger cars can be done by the railroad more economi- 
cally in their own shops. Some additional investment in machinery 
would be required, but the economies which could be realized, would 
more than pay for such additional investment. This has already 
been proved on those roads which have had the foresight to do their 
own work. 

But above all, the full utilization of the present large investment 
in shop facilities and the maintenance of an adequate skilled labor 
force which would enable the railroads to do all of their own mainte- 
nance and repair work is imperative to our national security. 

The importance of the railroads both in the development of our 
domestic economy and as our “second line of national defense” was 
again emphasized by Col. Thomas E. Sams, chief, Railway Trans- 

ort Division, Office of Chief of Transportation, United States Army. 

peaking before the Diesel Club in Jacksonville, Fla., on February 
12, 1957, hesaid: 

In our mobilization planning we must envisage logistical support of our forces 
anywhere on the globe and at any time. This poses many problems for us, 
However, there is one factor which we are particularly grateful for and that is 
that the basic characteristics of railway operation remain the same the world 


over—to move the most—the fastest and at the least cost * * *. 
We believe that railroads will be as essential in future wars as they have 


in the past wars; we believe that the railroad industry will be as essential to © 


the economic growth of our country for many years to come as it has been 
in the past. 


In a similar vein, the Interstate Commerce Commission said in its 
70th Annual Report, dated November 1, 1956: 


Railroads continue to be of most vital importance and remain the core of the 
transportation system needed in peace and war. 


f 


The railroads can only discharge this tremendous responsibility if — 


they are ponpares to supply the equipment needed and to keep it in 
serviceable condition. They will fail in their renee. to this 
Nation in any national emergency if they do not correct thi 


' 
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waste of skilled manpower and regain control over their motive | 
pore by returning their repair and maintenance work as well as the 


uilding and rebuilding of equipment to their shops and repair 
facilities. Clearly, this should be an essential part of any program 
which is adopted to rehabilitate the railroad industry in order to 
promote the future growth and national security of our country. 

The railroads have offered a number of proposals designed to make 
available funds to enable them to buy equipment. I am not sufli- 
ciently well versed in the financial ramifications involved, but as I 
understand it, they are seeking a waiver of income taxes and the quick 
amortization of the cost of such equipment. 

I pro that if such financial relief is made available to the rail- 

, the disbursement of this money should be restricted to the 

improvement of their own facilities and equipment, with the stip- 
ulation that all possible work be performed by their own employees. 

For example, if a carrier ae to conduct a freight car or diesel- 
electric locomotive rebuilding program, it could draw on these funds 
to finance the improvement of its facilities for that purpose and also 
to pay for the rebuilding program. There should be some specific 
limitation on the proportion which can be spent off the property, 
however, to assure that this work will be performed in the carrier’s 
facilities with its own employees. 
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We would urge that not less than 70 percent be spent on the prop- 
erty. The purpose is to encourage the railroads to utilize their present 
shop facilities, and improve them where necessary, so that they can 
do all their major repair work, including the rebuilding of their 
locomotives and cars, as well as the building of new cars. 

Because of their financial difficulties, many carriers have undoubt- 
edly pursued policies which are contrary to their own best interests 
and the interests of our country. The 10 percent discount offered by 
Electro-Motive on the rebuilding of locomotives, for example, appears 
to us to be a determining factor in the decision made by many car- 
riers to abandon their own facilities and contract this work out. 

We must stop this shameful waste of skilled manpower and invest- 
ment in shop facilities and the way to do it is by making it attractive 
for the railroads to do their own work. With this incentive we are 
confident that the railroads can do it more economically and efficiently 
and at the same time preserve the skilled labor force to meet any 
Srergency and the facilities so essential to our national welfare. 

I desire to express my appreciation to the members of this com- 
mittee for giving me the opportunity to appear before you and present 
our views on behalf of the maintenance of equipment employees. 

Thank you. 

Senator Smatuers. Thank you very much, Mr. Fox. We appre- 
ciate your statement. 

The committee will stand in recess until tomorrow at 10: 00 o’clock, 
when we will hear our 102d witness, Mr. H. E. Gilbert. 

(Thereupon, at 4:40 p. m., the subcommittee was adjourned, to re- 
convene at 10:00 a. m., Thursday, April 3, 1958.) 
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TUESDAY, APRIL 1, 1958 


Untrep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForeiGN COMMERCE, 
SUBCOMMITTEE ON SURFACE TRANSPORTATION, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 o’clock 

a. M., an room 312, Senate Office Building, Senator George A. Smathers, 
residing. 
: Scie Smaruers. The meeting will come to order. 

Mr. Parrish, is Mr. Parrish here, of the Georgia Cotton Producers 
Association ? 

Mr. ParrisH. Yes, sir. 

Senator Smatuers. How long are you going to take? 

Mr. Parrisu. I think 10 to 12 minutes, Senator. 

Senator Smatuers. If you are not going to take any longer than 
that we will have you right now. 

Mr. ParrisH. My associate, Mr. Paris, would like 10 minutes. He 
will testify on poultry. 

Senator Smatuers. Each of you want 10 minutes, that is 20 minutes 
total. 

Mr. Parrisu. I understood we have a suggested allotment of about 
30 minutes each. 

Senator Smatuers. You just talked yourself out of being first. 
First we shall have Mr. Freas, chairman of the Interstate Commerce 
Commission, who will complete his testimony : 

(The concluson of Chairman Freas’ testimony, consistent with Sena- 
tor Bricker’s suggestion, follows his testimony at his original 
appearance. ) 

enator Smatuers. Mr. Parrish, you have Mr. Paris with you. 

The Committee has been requested by the distinguished Senior 
Senator from Georgia, Senator Richard B. Russell, to have these gen- 
tlemen appear. 

Of course, we are always delighted to accommodate the distinguished 
Senator from Georgia and we are also delighted to have some informa- 
tion about this cotton producing problem. 


STATEMENT OF ROY E. PARRISH, DIRECTOR OF OPERATIONS, PEA- 
NUT DIVISION, COTTON PRODUCERS ASSOCIATION OF ATLANTA, 
GA. 


Mr. Parris. Thank you, Mr. Chairman. We sincerly appreciate 
the privilege you have extended to us. 
y name is Roy E. Parrish, I am director of operations of the 
peanut division of the Cotton Producers Association of Atlanta, Ga. 
21278—58—pt. 4-8 2091 
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The Cotton Producers Association is a farmer-owned, farmer-con- 
trolled cooperative marketing and purchasing association. It is com- 

sed of approximately 150,000 farmers who reside in the States of 
Florida, Georgia, and Alabama. 

My testimony today is in opposition to any proposals such as S. 2553 
which will bring the transportation of raw shelled peanuts under the 
regulated carriers, instead of continuing them under the exempt 
category. : 

Cotton Producers Association markets raw shelled peanuts for its 
farmer members. 


Now, we operate 13 peanut shelling plants in Georgia, Florida, Ala- | 


bama, and in Oklahoma. The operations of these plants consist of 
grading, storing, cleaning, shelling, sorting, packaging, selling, and 

elivering the raw shelled peanuts to the manufacturers of peanut 

roducts. The users of these peanuts are widely scattered over the 
tinited States. Many of them are very small salters, roasters, peanut 
butter manufacturers, and candy manufacturers, who operate on very 
low inventories, and who demand from one to several truckloads of 
peanuts per week to arrive at their plants on a schedule that will 
permit them to carry on a continuous operation. 


Furthermore, it is highly desirable that those raw shelled peanuts | 


be delivered in the freshest ible state. 

Senator Scnorrren.. Right at that point, if I might ask you, sir, let’s 
say by industry yardstick use that they are perishable? 

Mr. Parrisu. Yes, sir. Extremely so, not so much because of actual 
breakdown of the item itself but because of the great danger of infes- 
tation particularly in transit. 

( Discussion off the record.) 

Mr. Parrisn. Many of these processors cannot buy their require- 
ments very far in advance, but continue to come into the market at 
various times throughout the year. The shellers who can give these 
buyers the best service usually receive the business. Of course, price 
isa great factor, too. Even in the case of some of the larger users, their 
inventories often get into such positions that their purchase of new 
supplies from the sheller is governed entirely by how quickly the 
peanuts can be delivered to their plants. 

These marketing conditions create a transportation situation which 
requires extreme flexibility, which we can obtain from the exempt 
carriers. It is impossible to drag the movement of these peanuts down 
to the regular schedules of the railroads, and the fixed routes of most 
of the regulated carriers. 

Senator Purreti. Mr. Chairman, may I interrupt a minute? 

Senator Smatuers. Yes, sir. 

Senator Purrett. There must be two statements. I have one on 
frozen poultry. 

Mr. Parrisn. That is Mr. Paris’, Senator. 

Senator Purrey. I am sorry, but I was trying to follow you and I 
was finding it quite difficult. 

(Laughter. ) 

Senator Smatuers. Proceed. 

Mr. Parrisn. The exempt carriers give us another flexibility which 
we can utilize under no other means of transportation; and that. is, 
one shipments at various points along the route to the final destina- 
ion. 
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Another important phase of transportation is the question of rates. 
There was a time when peanuts did not enjoy the classification of 
being exempt commodities, and during that period the freight rate 
on peanuts was much higher than it is now that they are in the exempt 
category. : 

I would like to say here this is not new to us. I testified before 
the commission in the famous Monarch Egg case which was decided 
in 1951. We objected strenuously at peanuts being called a manu- 
factured product for the simple reason that I could put them on the 
table and separate the shell from the peanut and it is still a peanut, 
its identity remains the same. We call it an agricultural commodity 
in the meaning of the act, but the commission expanded the meaning 
of the word “manufactured” to include raw shelled peanuts in that 
Monarch Egg case. 

Of course, the courts have thrown it out and peanuts were relegated 
tothe past again. Something like the produce operator down in north 
Florida, he had a pretty bad reputation and he seemed to have gotten 
into the pockets of a lot of people and finally decided to turn over a 
new leaf and he got up a new letterhead, he said “Honesty pays, I 
have tried it both ways.” So, we have tried this both ways. 

We have shipped out of this present peanut crop, I thought it might 
be good information for you gentlemen, 16 million 900 thousand 
pounds of raw shelled peanuts to the northern markets. Of that 
quantity 23.3 percent went by rail and 76.6 percent went by truck. 

Now, of the quantity which went by truck 65 percent went by the 
same truck lines which served us when they were regulated ; 11.38 per- 
cent went by nonregulated trucks which consisted principally of the 
trucks owned by the manufacturers themselves pont as Lance Incor- 
porated in Charlotte, N. C., and other big manufacturers who picked 
up with their own trucks. Wo 

Now, the distribution of these peanuts was pretty well scattered over 
the Nation. 

Senator Smaruers. So from what those statistics revealed, there 
are actually very few of your peanuts that are being carried by unreg- 
ulated carriers / 

Mr. Parrisu. Practically none, except those owned by the manu- 
facturers themselves. 

Senator Purrett. May I ask a question, Mr. Chairman ? 

Senator SmatHers. Yes. 

Senator Purrexy. Are these figures for 1957 ? 

Mr. Parrisu. That is what we have shipped to date from the 1957 
aa That is our organization. 

enator Purrett. What period of time would that cover? 

Mr. ParrisH. From September 1st up through February 28th. 

Senator Purtett. Now, may I ask a question—has the percentage 
of carriage by railroads and trucks shifted considerably over the past, 
say? years ¢ 

r. Parrisu. Yes, sir; it has shifted since peanuts were declared 
an exempt commodity, since the court decision, I would say that 
it’s practically more than doubled the truck percentage. 

Senator Purrett. More than doubled by truck ? 

Mr. Parrisu. Yes, sir. 

Senator Purrety. And reduced rail carriage by 50 percent, then, 
roughly ? 
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Mr. Parrisu. Yes, sir. g , 
Senator Scnorrren. What about the volume? Has the volume in- th 


creased during this period of time where you have more expedited | th 
delivery service and more flexible delivery service ? 
Mr. Parrisu. Yes, sir. m 
Senator Scnorrren. It has? th 


: 
Mr. Parris. Yes, sir; approximately the figures show that the 

overall is approximately 9 percent increase over last year, for instance, | 

as of right now. ; cl 

Senator Scnorrret. Would you consider that an abnormal increase — 
under the ordinary circumstances or would you consider that—what 
I mean by that an abnormal increase by the increase in population 
and things like that—or would you consider it by reason of better | 
and more flexible transportation medium that you get into more: | 
markets more readily ? : 

Mr. Parrisu. I attribute it greatly to that, Senator, for this reason, 
that we had gone since 1945 without showing any per capita increase 
in the consumption of peanuts and all of a sudden within the last year’ _ 
and a half, that has increased considerably and we are showing an | 
increase for the first time. And our per capita consumption through- | 
out the Nation has increased. 

Senator Purrett. Do you attribute that to your newer modes of 
transportation or have you had drives of advertising? Maybe this | 
is a difficult question to ask. Do you attribute any large portion | 
of that increase through your ability at this time, through trucks, | 
to render a service you could not render before ? 

Mr. Parrisn. I attribute it to the fact that we are now in a posi- 
tion to supply the peanuts in a fresher state, better quality, less 
inhabited by insects and those things that are hazardous to our hold- 
ing of shelled peanuts. 

ow, I will give you an illustration. One of the biggest users of 
peanuts in the United States took from us over a period of 3 months 
seven truckloads a day. We had to have those peanuts at his place 
of business when he opened up in the morning where they were ground 
into peanut butter. 

It was a day and night schedule, just a solid stream. It is amazing 
the quantity that some of these bigger manufacturers are now using. 
We find that we can deliver them fresher, safer, and better satisfy 
the customer and notwithstanding the fact that we are using the 
same trucks which were regulated, but the difficulty we ran into was 
that we found that while peanuts were a regulated commodity the 
number of truck lines certificated to haul them were not many and 
so that the Commission in a certain area would certificate one area and 
in another area would certificate another one. One truck deliverer 
would tell you we can’t go to Stamford, Conn., we had to go hunt 
another one. .Those are some of the difficulties we ran into. 

Senator Purreiu. Must the truck be of a special nature ? 

Mr. Parrisu. Yes, sir; we require—actually we need refrigerated 
trucks but we do not refrigerate them. We put metho-bromide gas 
when oe, leave the plant to protect them and the trucks need to be 
airtight. 

Senator Purreru. To preserve or protect them ? 

Mr. Parrisu. To protect them from any infestation. You know a 
lot of these trucks have all grain, so forth, where you naturally have 
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peetles and things of that type, and these peanuts have been shelled and 
the only protection they have is a burlap bag. So, we generally fill 
the truck full of gas, and, therefore, we require a tight van. 

Senator Purrett. On the return trips of those trucks are they per- 
mitted, and do they, pick up other commodities to transport back to 
the point of origin ? 

r. Parris. Generally they do. I would not say they always do, 
particularly in the Chicago area they haul dairy products, other items, 
cheese and so forth, back South and packinghouse products. 

Of course, one of the greatest phases of our transportation is the 
question of rates. 

There was a time when peanuts did not enjoy the classification of 
being exempt commodities, and during that period the freight rate on 
peanuts was much higher than it is now that they are in the exempt 
category. ‘These savings in freight are of tremendous importance to 
the farmer members of our association, because any savings that can 
be effected in freight rates is passed back to the farmers whose products 
we are marketing. As you know, farmers of the southeast are the 
low-income group of the Nation. During the last few years prices 
for their produce have continued to decline, while their costs have 
steadily increased. When farmers can move their produce to market 
at a lower transportation cost, and with improved service, it is cer- 
tainly to their advantage to do so. The use of exempt carriers has 
been of material help in that direction. 

Just to illustrate the economic effect of this on the farmer members 
of our association I should like to point out that prior to the time that 
peanuts could move by exempt carriers, before the court decision, the 
freight rate from Graceville, Fla., for instance, to Chicago, was $1.08 
per hundred. If we add the freight increases since then the current 
rate would be $1.19 per hundred. The exempt carriers are hauling 
peanuts between the same points for 92 cents per hundred—— 

Senator Purrett. May I ask you right there, was your rate store to 
store, city to city, or what is it ? 

; Mr. Parrisu. No, sir; that was from out of shelling plant to the 
actory. 

Senator Purtretu. To the factory ? 

Mr. Parrisn. Yes, sir. 

Senator Lauscur. May I ask, how are they able now to haul it at 
92 cents as unregulated and why would it cost you $1.19 if they were 
regulated? What is the reason ? 

r. Parris. We have to assume because the truck rates were al- 
ways published at 2 to 8 cents under the rail rates and the rail rates 
have increased from $1.08 to $1.19. 

Senator Lauscue. You are comparing railroad rates? 

Mr. Parrisu. Those are the only rates that we have that are pub- 
lished. Since the court decision they do not publish any more rates 
with the Commission. 

I do have a tariff that is published by the Southeastern Peanut 
Haulers Committee. It is not filed with the Commission. They pub- 
lish a tariff here and they quote a rate of 98 cents from Graceville, 
Fla., to Chicago, as against the present rail rate of $1.19. But they 
are hauling for 92 cents. All of them. 

Senator Lauscue. Is there a difference between the rate charged by 
a regulated as distinguished from an unregulated trucker. 
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Mr. Parrisu. Well, the same trucker that was hauling for us at 
the regulated rate is now hauling for us at the lower rate. 

Senator Lauscue. How are they able to do it? 

Mr. Parrisu. By reason of backhauls, and the volume of the traffic. 
Wedo have volume. And it isa very good 

Senator Lauscne. As a regulated trucker, weren’t they allowed to 
take cargoes back ? 

Mr. Parris. Oh, yes, sir. 

Senator Lauscne. But in any event being free from regulation your 
experience shows it has enabled them to haul for you at a less charge 
than they did while they were regulated ? 

Mr. Parrisn. Yes, sir. I have to take it that way because Watkins 
Truck Line, a member of this group, all these truck lines were at one 
time certificated. Not all certificated for peanuts, but they are still 
hauling today. 

Senator Lauscne. Did regulations impose restrictions upon them 
that lifted their costs ? 

Mr. Parrisu. Well, to this extent it did not, Senator. They were 
certificated only for certain routes into certain territories. I mean, 
therefore, the—you would have to hunt a truck, for instance, that was 
certificated to go to New England; you would have to hunt one for 
there. Now we can send any truck to New England, so that is the 
flexibility of it. The better service that we are getting is why I am 
here asking you gentlemen—we think it is an agricultural com- 
— and the fact that we have put it through a very modern 

ant—— 

; Senator Lauscue. The purpose of my questions have been to explore 
the statement that has been made to us that strict regulation increases 
costs tothe public. You need not comment on that. 

Senator Purreti. I would like to ask a question. 

Is there much of a turnover in the unregulated carriers that you 
must use? 

Mr. Parrisu. No, sir. 

Senator Purrety. The same people that are continuing to serve you 
were the ones that were serving you before ? 

Mr. Parrisn. Yes, sir. 

Senator Purrerz. And are they increasing the number of trucks 
they have available for your service ? 

Mr. Parrisu. Yes, sir. 

Senator Purrett. You depend upon individually owned trucks or is 
most of this hauling done by companies having many trucks? 

Mr. Parrisu. Most of it is done by companies having many trucks. 
Here are three companies listed here that do most of our hauling. 
They are very good, reputable companies with good equipment and 
on many items they are certificated and regulated now, I understand. 

Senator Purrett. But you have not had to find other unregulated 
truckers to do the work because those that had been doing it found it 
unprofitable? That is not so, is it? 

Mr. Parrisu. No, sir; not exactly that. I think this, that the larger 
truck line, the truck line with better management and more units, 
the ability to solicit business and to perform better than the itinerant 
single owner is responsible for their getting the business. I know 
it is with us because we are constantly throughout the day ordering 
trucks at certain points for loading and it is just a solid flow. 
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Senator Purrett. But these were obtained from these companies 
with many trucks. 

Mr. Parrisu. They have done it for some while, in other words, 
finding it profitable. And they tell me we can do it because of the 
volume we have, you have got a product where we have very little 
risk, very little risk in the volume and we found the greatest difficulty 
was in the fact that those that were certificated were so few, were 
certificated over routes that we did not need, perhaps, and where we 
needed them they are not certificated and that it was very difficult. 

Senator Purreit. You indicate that your organizations are saving 
in the neighborhood of $189 thousand per year, is that correct? 

Mr. Parrisu. That is theoretical, of course, but I calculated it on 
the rate then as what the rate is now sir, I think so. 

The question might be raised does the farmer get the benefit of that ? 
Well, in our case he does. 

Senator Purrety. That is what I was going to ask. 

Mr. Parrisu. Because we are a marketing cooperative, our market- 
ing job is not completed until we have put that shelled peanut at the 
plant where it will be manufactured into a peanut—processed into 
a peanut product. 

The exempt carriers are hauling peanuts between the same points 
for 92 cents per hundred, and at the same time giving us much better 
service. This is a savings of 27 cents per hundred in the movement of 
the farmers’ products. 

Similar savings are effected between other shipping points and 
destinations, but to give you some idea of the economic effect on the 
farmers we should like to tell you that during this fiscal year our 
association will have moved approximately 70 million pounds of pea- 
nuts between points of origin in the southeast and destinations all 
over the United States. The freight differential illustrated above is 
very close to an average differential which we are saving in all ship- 
‘ments. If you apply that average to the tonnage expressed above 
you will observe that the farmers in the southeast area alone, through 
their one organization, have savings in the neighborhood of $189 
thousand per year in the handling of their peanuts. This sum of 
money is going back into the pockets of a group who need money 
more desperately than any other economic group in the United States. 

Ever since passage of the Motor Carrier Act the ICC has made 
more and more restrictive its interpretation of exempt commodities 
and exempt carriers so that on many occasions shippers have had to 
resort to court action in order to get relief from some of those re- 
strictions. We believe that the courts have rendered reasonable and 
logical determinations of what is an exempt commodity. Some of 
the illogical decisions of the ICC leads us to believe that the onl 
hope that we have to protect agriculture, lies with the courts—whic 
is a long and costly method—or the Congress. It is for this reason 
that we plead with you today to let stand the reasonable and fair 
determinations of exempt commodities which the courts have made. 

Thank you very much, Mr. Chairman and gentlemen. 

Senator Smatuers. Off the record. 

(Discussion off the record.) 

Senator Smatuers. Thank you, sir. 

Now, Mr. Paris, we will be delighted to hear from you. 
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STATEMENT OF C. W. PARIS, DIRECTOR OF OPERATIONS OF THE , 
PURCHASING DIVISION OF COTTON PRODUCERS ASSOCIATION OF 
. ATLANTA, GA. 


Mr. Paris. Mr. Chairman and members of the committee, I too 
want to express appreciation for your allowing me to come here and 
—_ on behalf of the broiler producer members of the Cotton Pro- 

ucers Association. 

My name is C. W. Paris and I am director of the purchasing 
division of Cotton Producers Association and the broiler cameo 
division. My testimony today is in opposition to any proposals suc 
as S. 2553 which will bring the transportation of fresh, or frozen 
dressed, or eviscerated poultry under regulated carriers, instead of 
continuing them under the exempt category. 

The Cotton Producers Association operates two poultry dressing 
plants—one located in Canton, Ga., and the other at Boaz, Ala. 
These poultry plants receive live poultry from the farmer, slaughter 
the poultry, dress it, sort it, size it, sell it, and delivers it to the 
consuming centers of the Nation. A1l the live poultry that is brought 
into the plant in one day is completely dressed that day and must 
be loaded on trucks and on its way to the market by nightfall of the 
same day. 

Senator Purretu. Is any of that frozen ? 

Mr. Paris. In our operation we do freeze about 10 percent of the 
total which is very small in relation to the total operation. The 
total operation is largely ice packed going into the— 

Senator Purrett. Do you anticipate that that percentage will 
grow as you expand your markets ¢ 

Mr. Paris. It has not in the past 5 years with us, 

Senator Scuorrren. Do you generally—we had a witness yesterday 
from your great State of Georgia—do you generally agree with the 
position that was taken yesterday for the record ? 

Mr. Paris. Wedo. Yes. 

Senator Scuorrrenr. And the same relative conditions prevailed 
with reference to the group that you are representing here as was 
indicated in that testimony yesterday, I take it? 

Mr. Paris. That is correct. Yes, sir. | 

The exempt carriers, we would like to say, have given us excellent | 
service. They have the flexibility and the ability to move poultry in 
any direction on a moment’s notice, so to speak, for us, and as Mr. 
Thurmond pointed out yesterday, quite often in our case, as he in- 
dicated, some poultry is loaded on trucks and started north before 
we actually have the destination. 

Thus, poultry arrives fresh and in good condition, either the first 
morning, or the second morning, after being slaughtered. Poultry 
is very perishable and must move with all possible speed in order to 
preserve its good qualities at the time it is offered to the consumer. 

The exempt carriers have given us excellent service with their 
ability to move in any direction at any time on very short notice. 
They also give good service on drop shipments which is so essential 
in a perishable commodity where buyers cannot buy truckloads. 
This flexibility is essential in this business. 

During the last fiscal year, the association moved 24,618,817 pounds 
of poultry. The difference in rates is also very important. A typi- 
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eal savings in ae rate is 65 cents per hundred. This typical 
savings, multiplied by the total pounds moved results in $160,022 of 
savings which is poured back into the farmers’ pocket. 

We could give you tremendous amounts of information concernin 
the poundages at points of origin, and the destinations thereof wi 
comparable freight rates, and comparable service, but it would be 
a voluminous document and we recognize the fact that your com- 
mittee is pressed for time, and we do not wish to take up any more 
of your time than is absolutely necessary to point out the salient 
facts, and the effect they have on the farmer’s pocketbook, and we 
believe that the illustrations above do that. 

We should like to comment on one statement that has been greatly 
emphasized at various times. The exempt carriers are many times 
referred to as gypsy carriers, and some remarks have been made about 
them which would lead one to believe that they are a class of rogues 
who have no responsibilities whatsoever. We should like to state as 
strongly as we know how that our experience, extending back over 
a period of 25 years of hauling agricultural commodities on exempt 
carriers, has been extremely good. In no single case have we ever 
lost any goods by theft or defalcation. Of course, we exercise care 
in selection of the carriers. We require that they have adequate in- 
surance, and we see that their equipment is in good mechanical con- 
dition. Furthermore, we encourage them to observe all safety regu- 
lations with the result that we have had only isolated cases of acci- 
dents. We have never driven rates below a compensatory level, so 
that all the carriers who serve us are making money and maintaining 
their equipment in excellent condition. Practically all of these 
exempt carriers are small, honest, hardworking American citizens who 
are trying to build a business for themselves, and they have recog- 
nized that the one basis on which they can get the business is to do a 

d job of transporting the goods. As a matter of fact, two of the 
eaent trucklines now operating in the Southeast were started by 
men with only one truck which they drove themselves, hauling 
exempt commodities. 

If freight rates get too high it may become necessary for Cotton 
Producers Association to purchase its own private fleet of trucks and 
operate them. However, we should like to say that we certainly do 
not want to get into the transportation business unless we are driven 
into it in order to protect our farmer members from exorbitant freight 
rates. 

The difference in rates as compared with the rate that we had in 
1952, when we were considered under the act, averaged about 65 cents 
per hundred pounds of poultry with us, and that applied to that 24 
million Sewn: is $160,000, which does flow back to the broiler pro- 
ducer members of the Cotton Producers Association, and to more im- 

ressively relate that to the income of the individual grower I would 
ike to point out that the average grower, last year, received as labor 
income about $60 per thousand birds. Well, this 65 cents per hun- 
dredweight amounts to about $15 per thousand birds, which means 
that by virtue of this great saving the farmer’s labor income was 
increased 25 percent from the $60-a-thousand level to $75 a thousand. 

We could give, of course, as others have, tremendous testimony with 
regard to movement of poultry and the exact rate comparisons that 
were in effect then from Canton to Chicago and now to other markets 
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where we ship, but to save time we have tried to give you the average 
on the basis of the saving of 65 cents. 

Senator Purretn. Mr. Chairman ? 

Senator Smaruers. Yes. 

Senator Purret,. How do you determine whether their equipment 
is in good mechanical condition? I just wonder how you deter- 
mine it. 

Mr. Paris. Physical inspection. 

Senator Purrett. By your own people? 

Mr. Parts. Yes, sir. We have never driven the rates below com- 
pensatory levels and actually the carriers will tell you that they are 
making money and they are keeping their equipment in good shape. 
Nearly all of the exempt carriers ape bard-eticines individuals owning 
from 1 to 3 or 4 trucks that we use in hauling the poultry. There 
are no, in this instance, large companies carrying much of this. Ac- 
tually several of the large truck companies now operating in our area 
were started by small individuals driving single trucks and have 
grown into large organizations, and they did it hauling in many 
instances exempt commodities at the lower rates that prevailed. 

So, I think our position is that if we had to go under regulation 
and it brought about the higher rates that we experienced before, we 
would probably have no alternative but to buy a fleet of trucks and 
operate our own trucks in order to save the farmer broiler producers 
this amount of money. We do not want todo that. We do not want 
to be in the transportation business. We want to confine our activities 
to marketing and the processing of poultry, but to save our members 
what we think is exorbitant rates that were in effect we would have 
to consider putting in our own truckline. 

Senator Purrett. May I ask a question or two? 

Senator Smatuers. Yes, sir. 

Senator Purrety. Do you require a special type of truck for trans- 
porting these broilers? 

Mr. Paris. Yes, sir; they are refrigerated vans. 

Senator Purreti. Have you had much of a turnover of these 
exempt carriers who are unregulated ? 

Mr. Parts. Not a great deal. 

Senator Purrert. Are most of them small as far as the number 
of trucks they have? 

Mr. Paris. Most of them are from 1 to 4 or 5 trucks. 

Senator Purrett. But have they been carrying these broilers for 
a long while? 

Mr. Parts. I do not know the exact percentage but we have some 
that have been carrying broilers for us ever since we have been in 
the broiler marketing business—5 years. 

Senator Purreti. The reasons, of course, for my questions are obvi- 
ous. We have had testimony which would indicate that these people 
in the unregulated trucking business find themselves unable to con- 
tinue to do so because of the lack of profit in the business they are 
doing. That is why I asked these questions about turnover in the 
saeneee of carriers that you have. People going out and other ones 
coming in. 

Mr. Parts. No, we have several that have been with us for 5 years 
and they have worn out and purchased new equipment several times 
during that period and have been able to do it. 
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Senator Purrett. Would you say that a major portion of those 
carrying these broilers for you have been in the business some while? 

Mr. Paris. Yes, 

Senator Purrett. And carrying them for you? 

Mr. Paris. Carrying them for us a major portion. 

Senator Purreti. And they find it profitable? 

Mr. Parts. Yes, sir. 

Senator Purretu. I have no other questions. 

Senator Smaruers. All right, sir. Thank you very much, Mr. 
Paris. We appreciate your coming up here. 

We will stand in recess until 2 o’clock. 

(Thereupon, at 12:20 p. m. the subcommittee was recessed to re- 
convene at 2 p. m. this day.) 


AFTERNOON SESSION 


Senator Smatuers. The meeting will come to order. 
bg will have Mr. George A. Dice of the Department of Agriculture. 
r. Dice. 


STATEMENT OF GEORGE A. DICE, DIRECTOR, SPECIAL SERVICES DI- 
VISION, AGRICULTURAL MARKETING SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Dice. Mr. Chairman, I have submitted a statement to be made 
a part of the record. 
Senator Smatuers. We will make that statement a part of the 


record in full. 

Mr. Dice. Rather than read the statement, Mr. Chairman, I would 
like to cover the major points in that statement and give you an idea 
of the views of the Department of Agriculture. 

Senator Smatruers. Fine. 

Mr. Dice. With respect to the Agriculture exception. 

Senator Smaruers. Fine, we would prefer that, sir. 

Mr. Dice. My name is George Dice. I am director of the Special 
Services Division of the Agricultural Marketing Service. That divi- 
sion has the responsibility within the Department of administerin 
the provisions of section 201 of the Agricultural Adjustment Act all 
203 (j) of the Agricultural Marketing Act. Those provisions relate 
to the work of the Department in assisting farm producers in obtain- 
ing fair and equitable freight rates and services. 

In addition to that statutory responsibility, we have a rather broad 
interest in marketing, stemming all the way from the farm gate to the 
ultimate consumer. We firmly believe that the farmers’ interest does 
not stop when his product is produced but rather that it continues all 
the way through the marketing process and that he retains an interest 
all the way through. I will deal with that in a little more detail later. 

Among the subjects that have been covered before this committee, 
our primary interest is in the agricultural commodities exemption. 
We have on previous occasions reported on legislative proposals before 
various committees of Congress. We have submitted reports with 
respect to S. 1689 and S. 2553, two bills now before the Senate Inter- 
state and Foreign Commerce Committee. We have reported adversely 
on both bills because we believe they would destroy the flexibility and 
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economy which accrue to ae from the agricultural commod- 


ities ———e and I will go into the reasons for that in a little 


more detai : 

As concern increased, and a great deal of interest was manifested 
during the last year or two with respect to the declaration of fresh 
and frozen poultry and frozen fruits and vegetables as exempt com- 
modities, we concluded that it would be desirable to get some factual 
information with respect to the transportation of these commodities 
by exempt and other carriers. So, the Marketing Research Division 
of the Agricultural Marketing Division undertook two surveys, one 
covering fresh and frozen poultry, the other covering frozen fruits 
and vegetables. The report covering the poultry industry has been 
issued and I believe copies of it are available to the committee. | 
would not ask, Mr. Chairman, that the entire report be made a part 
of this record, but I would like to, as I discuss it, refer to several 
tables therein which I believe are extremely pertinent to the question. 
at issue and which I think might well be made a part of the record.. 

Senator Smaruers. Right, we will make it a part of the record by 
reference. 

Mr. Dice. Very well. 

I would like to mention that in the discussion of various types of 
carriers we use the term “regulated carriers,” although we recognize 
that in cargo poultry and in cargo frozen fruits and vegetables and 
other exempt commodities they are free from economic relation in so. 
doing. But in referring to regulated carriers, we have reference to 
those who do hold certificates from the Interstate Commerce Commis- 
sion to transport other commodities. 

I would like to refer you, in discussing first the poultry survey, to 
the charts which are appended to the prepared statement. The first 
chart gives a picture of the transportation of fresh poultry prior to. 
the declaration of fresh poultry as an exempt commodity and trans- 
portation of that commodity after it was declared exempt. 

Now, the figures shown on these charts relate to the shipments by 
the processors included in the sample covered by this survey. As you 
will see, a substantial portion is transported by private transporta- 
tion, by either the processors’ or the buyers’ trucks. 

After the exemption, a very substantial portion was transported 
during this period reflected here, the year beginning July 1, 1956, by 
exempt for hire carriers. Similarly, on the second chart, coverin 
frozen poultry shipments, there is a substantial portion now handl 
by exempt carriers. 

You will note also on the first chart that less than one percent of the 
total shipments, both pace to and after the exemption, were handled 
by the railroads. In the case of the frozen poultry, approximately 16 
pone prior to the exemption and 13 percent after it were handled 

y the railroads. 

Now, in the course of the survey, an attempt was made to deter- 
mine from these processors what their experiences were in using ex- 
empt carriers and in using regulated carriers. They were asked to 
state the advantages and the disadvantages which they saw in the 
use of the two type of carriers. In the poultry survey report, if 
you will refer to pages 47, 49, 51, and 53, you will see reflected there 
the views of the processors in the utilization of the two types of 
carriers. The first table relates to the advantages which these ship- 
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pers saw in the use of regulated motor carriers. And I might say 
that in reviewing the opinions and expressions of experience shown 
on these tables, there are variations, of course, in different sections 
of the country, depending upon the experiences in those different 
sections by the different processors. 

Some reported that in using the regulated carriers, they exper- 
ienced better service and that these carriers had greater financial 
responsibility. On the other hand, they reported a number of dis- 
advantages in the use of the regulated carriers. Some said that 
trucks were not readily available or the rates were too high, or they 
were unwilling to serve off-line points, and so on down the list, and 
if you will examine, I think, the first 8 or 10 of the disadvantages 
reported, you will note that most of them relate to service factors, 
and similarly in the reports of the processors as to the advantages 
they experienced in utilizing the exempt carriers a great many of 
the advantages reported or at least those reported most frequently 
relate to service characteristics, faster service, willingness to serve 
out-of-the-way points, distant markets, direct service to the markets, 
willingness to serve markets without backhaul prospects, more stop- 
off permitted, and so on. 

If you will then look at page 62 of the same survey report, there 
are summarized there the reactions of these processors to the ques- 
tion of the effect upon their operations of removal of the agricultural 
exemption or at least with respect to poultry. A great many of 
them felt it would increase the cost of transportation, that they 
would lose more distant markets; some said they would return to 
private trucking and a little farther down some others said they 
would increase their private truck fleets. Some said there would 
be a shortage of adequate trucking equipment, that they would lose 
small, out-of-the-way markets, that there would be smaller returns 
to processors and producers. 

Mr. Barron. Those are opinions; are they not ? 

Mr. Dice. Expressions by the processors based on their a 
in utilizing the two types of carriers. And the charts, of course, 
reflect the extent to which they have used the two t of carriers. 

Now, on the matter of rates, there is another table which sum- 
marizes some rate information on page 67 of the survey report. Now, 
there are a number of other tables which follow which show rates 
from various producing States to principal markets, and those rates 
are summarized on this page 67. This shows that the rates in the 
year beginning July 1, 1956, were on the average 33 percent below 
the rates in 1952 in the transportation of fresh poultry, and it shows 
that the rates during the period beginning July 1, 1956, were about 
36 percent lower on the average than the rates in 1955 in transporting 
frozen dressed poultry. 

Now, there are variations, of course, as reflected in these various 
tables. Those rates, in some instances, are much more than 33 or 36 
percent lower than they were in the earlier period. In other instances, 
they are not reduced to nearly as great an extent. 

Tn connection with frozen fruits and vegetables, we have not pro- 
gressed nearly as far in the survey covering the transportation of 
these products, but the survey team was able to obtain information with 
respect to 78 processors and their shipping operations out of an ex- 
pected total sample of about 105 to 110 processors. The present pro- 
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cessors who have been covered so far were located principally in the 
West, Middle West, and Northeast, and at the present time efforts 
are being made to complete the interviews with processors in the 
South Central and South Atlantic areas. The 78 processors repre- 
sent somewhere between 20 and 25 percent of the total processors 
producing frozen fruits and vegetables. 

Chart 3, appended to my prepared statement, gives a picture of 
what has happened insofar as the operations of these processors are 
concerned since the declaration of the commodities as exempt com- 
modities. The first bar represents shipments in the year 1955, and 
the second, in the year 1957. 

You will note the case of these commodities that a substantially 
larger share than in the case of poultry is transported by the rail- 
roads, 61 percent in 1955, 57 percent in 1956, but about the same total 
quantity in 1957. Of course, prior to the exemption, all of the trans- 
portation by motor carrier was by regulated-for-hire, or by private 
carriers. Since the exemption, alain has been some movement, 55 
million pounds, or approximately 8 percent of the total for this sample, 
by exempt-for-hire carriers. I would add, Mr. Chairman, that 54 of 
the 78 processors had shipped portions of that 55 million pounds by 
exempt carrier. In other words, it does not reflect the operations of 
a few processors but rather it indicates that a great many of the pro- 
cessors ship by several types of carrier. 

I neue with me today, and I think you have available, tables 
showing the advantages and disadvantages of shipping frozen fruits 
and vegetables by regulated motor carriers and by exempt motor car- 
riers, as reported by the processors interviewed in this study. These 
tables, I think, reflect pretty much the same thing that was reflected 
in the tables with respect to poultry. Some of the processors in utiliz- 
ing regulated carriers felt that they were more reliable, that the trucks 
were more readily available, that they had better trucking equipment 
and were easier to contact, had greater financial responsibility, but 
on the other hand, they found that they were unwilling to haul 1. t. 1. 
shipments. In some cases, they found the trucks were not readily 
available, they found the rates were too high, there was unwillingness 
to serve off-line points, and there were restrictions on the number of 
pickups and stopoffs, 

The tables showing the advantages and disadvantages in the use of 
exempt carriers reflects much of the same thing. A number of 
them preferred the exempt carriers for certain types of movements. 
They found that they had lower rates in many cases; there was 
willingness to haul these 1. t. 1. shipments, there was better care of 
product in transit and willingness to serve out-of-the-way markets, 
and more stopovers were permitted. 

Again, these processors were asked to state the effect which the 
removal of the exemption with respect to these commodities would 
have on their operations. I think a review of the, perhaps the first 
10 of the statements made by the processors, indicates much the same 
thing as in the case of the poultry survey. They felt that there 
would be an increase in the cost of transportation, service would be 
eliminated to many small buyers, some of the small out-of-the-way 
markets would be lost. There would be less trucking equipment or 
shortage of adequate trucking equipment. They would lose the more 
distant markets and the quality of service would be poorer. 
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We were able to assemble just partial information with respect to 
the rate picture on the frozen fruit and vegetable survey. Later, 
when the survey is completed, we will have more complete informa- 
tion on the rates. By taking about 40 rates as reported being paid in 
the year 1957 by the processors interviewed and covering a repre- 
sentative group of the destinations and origins, we developed some 
averages to show what has happened. 

Now,:as I say, this may change some when we complete the picture 
because there will be different sections of the country where perhaps 
experiences are somewhat different. The truck rates in 1957 were 
on the average 23 percent lower than in 1955 and the rail rates were 
on the average 11 percent higher in 1957 than in 1955. The rates we 
took were the rates on January 1, 1955, and July 1, 1957. In 1957, 
the rail rates were 9 percent higher than the truck rates. Now, that 
takes a little explanation, because there is a variation depending upon 
the length of haul. On the longer hauls, the rail rates tend to be 
somewhat lower than the truck rates, and on the intermediate and 
shorter hauls, the truck rates tend to be lower. We used, in making 
these comparisons, the lowest rail rates that we found in the tariffs. 
They frequently quote rates on two tariff minimums, one of 60,000 
pounds and one of a lower minimum. The rates shown are the 
lowest rates, usually the 60,000-pound minimum rates. 

Now, before proceeding with a statement of our views with respect 
to the exemption, I would like to refer to a subject which has come up 
for a little discussion before the committee in previous testimony, 
and that relates to the regulation in various States. 

We understand that some States do regulate carriers, motor car- 
riers on all of their movements intrastate. We do not have detailed 
information as to the number of States in which this situation exists, 
nor do we know the extent and scope of this regulation. But we did 
want to point out to the committee that by far the more important 
transportation in the agricultural marketing picture is interstate trans- 
portation. 

It was pointed out in my prepared statement that 79 percent of the 
poultry shipped by the sample surveyed moved in interstate commerce 
and 78 percent of the frozen poultry shipped by the sample moved in 
interstate commerce. I think we have only to examine statistics with 
respect to production of various commodities by areas of the country 
to realize that the bulk of it must move in interstate commerce if it 
is to move from the areas of production to the areas where consumers 
will eat it. 

Citrus products are a case in point. Virtually all of the citrus 
eee are produced in about 4 States and, of course, are mar- 

eted in all 48. 

In addition to that, with respect to the intrastate transportation, 
a great deal of the commodities moving intrastate move in farmers’ 
vehicles or by private vehicles. 

We would like to emphasize that the principal benefit which is 
shown by the surveys covering the two groups of commodities is the 
service benefits that accrue in the transportation of commodities. We 
think these service benefits show rather clearly that the marketing of 
these commodities enhanced and the ability to reach more markets 
and a broader total market is improved by use of the exempt trans- 
portation. 
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We realize that only two fields have been surveyed thus far, but 
there is certainly good reason to believe that at least some of these 
same advantages and probably most of them exist in the transporta- 
tion of other exempt commodities. 

We hear a lot about the question of the interest of the farmer in 
this exempt transportation. The assumption is frequently made be- 
cause these products are marketed by processors that the benefits 
accrue to the processors, if there are benefits, and not to the farmers. 
We disagree with that assumption. 

To begin with—well, let me say this first. We did not er and 
we do not believe that it is an easy thing to demonstrate. We did not 
attempt to trace the specific rate reduction to show whether it actually 
accrued to the producer or to the consumer. We feel certain that to 
the extent marketing costs or transportation costs as a part of market- 
ing costs are reduced, that the benefits of the reduction do accrue 
either to the producers or to the consumers, particularly where those 
commodities are marketed in highly competitive markets. 

We do not think the processor is likely to retain very much, if any, 
of the reduced rates in highly competitive marketing situations. Te 
what extent the consumer benefits by those rate reductions, the con- 
sumers’ purchases of the commodities involved are increased, and this 
increase, to go with the increase reflected by the broader marketin 
prospects through use of the exempt transportation, we feel have defi- 
nitely reflected in improved prices and benefits to the producer. 

Mr. Barton. It does not show any direct transportation savings ac- 
cruing to the farmer, I take it, from what you said ? 

Mr. Dice. We do not through these surveys, and I think it would be 


extremely difficult to prove a direct saving to the farmer. In the | 


case of cooperative marketing it is, of course, a little bit different, and 
I believe there has been testimony by such organizations before the 
committee. There the benefits do go back to the producer, I think, a 
little more clearly than can be shown in the case of other individual 
producers. 


Mr. Barton. The cooperatives, then, show the advantages of lower | 


price increase in consumption and some to the farmer ? 
Mr. Dice. That is right, and increased consumption, of course, 
reflects in strengthened prices and thereby benefits the producer. 
In addition to the benefits that accrue through the expansion of 
markets, the use of exempt transportation, we feel, is extremely im- 
rtant in the marketing of new products, and new products are 
eveloped from time to time through research both by Government 
and by private industry. In the marketing of these new products, 
it is important that they be able to move from whatever origin where 
they are produced to whatever destination offers an available or good 
market for those commodities. 
The SEneps transportation which can move from any origin to any 
destination by any route is extremely valuable in marketing these new 
roducts. And similarly, as new plants are put up in various pro- 
ucing areas, or as new producing areas for particular commodities 
become established, the use of exempt transportation in marketing 


from the new plants or from the new producing areas is extremely 
beneficial. 


The other day—Friday, I believe it was—in his testimony, Chair- | 


man Freas, of the Interstate Commerce Commission, made a state- 
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ment that “in a changing world regulation under the present broad 
provisions of the law is flexible enough to adapt itself to changing 
conditions.” 

- Now he made that statement in connection with rate regulation by 
the Commission. Well, we think that statement is equally applicable 
to the exemption provision embodied in section 203 (b) (6) in the act. 
Many of the commodities that are now being marketed did not even 
exist at the time of the passage of the Motor Carrier Act. Many of 
the processed commodities are being marketed in volume many times 
the volume that was marketed at the time of the passage of that act. 

So agricultural marketing, too, is a changing process, and we think 
Congress showed exceptional foresight in writing into the law a flexi- 
ble instrument which would take care of this dynamic agricultural 
marketing problem. 

- Mr. Barton. Mr. Dice, do you think dried milk and egg yolks were 
included in the original congressional intent of what the agricultural 
exemption concept should include? 

Mr. Dice. When you put it in terms of congressional concept, I 
think the concept that Congress had was that the marketing of com- 
modities, including processed commodities, was intended to be imple- 
mented to whatever extent possible through this exemption provision. 
Whether the Members of Congress had these specific commodities in 
mind, I cannot say. 

Mr. Barron. Do you think dried milk was intended to be included ? 

Mr. Dice. We do not have the facts with respect to the extent of the 
transportation of these commodities by exempt carrier, although I 
would be reasonably sure that some of the benefits that appear in 
these other surveys would likely exist in the marketing of those 
commodities. 

Mr. Barron. Do you think dried milk is a manufactured product? 

Mr. Dice. Dried milk is presently classified as exempt. 

Mr. Barron. What do you think? 

Mr. Dice. Well, if 1 were to put myself in the shoes of a technologi- 
cal expert on production, it could be that I could conclude that it is a 
manufactured commodity. 

Mr. Barron. Just be a reasonable man. 

Mr. Dice. I do not know that my opinion is as important as the 
judgments of the courts, and in connection with the identification of 
the commodities which are—— 

Mr. Barton. Just as a reasonable man, do you think dried milk is 
an agricultural product or manufactured product? 

Mr. Dice. Well, I hate to put myself in the position, Mr. Barton, 
of prejudging or passing judgment on the judgments of the courts 
on this matter. The courts have ruled on several of these matters. 

Mr. Barron. You are not with the courts now; you are here. 

Mr. Dice. I realize that, sir. Within the test that has been laid 
down by the Supreme Court of substantial continuing identity 

Mr. Barron. Let's forget about the courts and just give us your 
opinion as a reasonable man on that, sir; please. 

Mr. Dice. Well, I certainly can see how they can logically be con- 
sidered agricultural products. 

Mr. Barron. Can you logically see how they can be considered a 
manufactured product ? 
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Mr. Dice. Yes; I could follow a chain of reasoning that would lead 
to thatend. I think you can debate it either way. 

Mr. Barton. All right, sir. 

Mr. Dice. Now, I would like to make this point clear. In advo- 
cating the exemption of agricultural commodities, we do not mean 
to imply that the exempt transportation is the only thing that is 
important to agriculture, because the fact is it is far from that. Agri¢ 
culture needs and uses the railroads and the regulated motor carriers, 
the water carriers, and the exempt carriers. I think every commodit 
which is listed as an exempt commodity moves to some extent by bot 
rail, regulated motor carrier, and exempt carrier, and a great many 
of them also move by water. 

We think that if a shipper finds that his needs are best met by 
using the railroads, he should use them. If he finds he can get the 
right service at economical rates by using regulated motor carriers, 
he should use them, but we also think that if he can get better service, 
if he can reach more distant markets, if he finds some benefits in using 
the exempt carriers, they, too, should be part of the available trans- 
portation to him and that he should be permitted to use them, and 
that he should not have that privilege tehen away from him. 

Now we know that there is competition, we know that the existence 
of the exempt motor carriers results in some competition. We have 
heard it said that competition is injurious to the common carrier sys- 
tem, but we do find that the railroads in many instances do compete 
with the exempt motor carriers and do retain, or regain on occasion, 
a share of the traffic. 

There have been rate adjustments put into effect in a good many 
instances by the railroads in an effort to compete with the motor car- 
riers in the transportation of agricultural commodities, and we find 
the regulated motor carriers also able to compete. There has been 
testimony before this committee to the effect that certain processors, 
certain shippers, do use regulated carriers or carriers who are other- 
wise regulated in the transportation of exempt commodities, and they 
are free to compete and do so, and in doing so they are not being de- 
stroyed because their total volume of movement continues to increase. 

Now, I think it is important to recognize too that even though there 
might be some slight gain to railroads and to regulated motor carriers, 
that gain would be at the expense of agriculture and agriculture’s 
income position is not the best either in relation to other important 
economic groups. Agriculture’s income is unfavorable, and we think 
it would be extremely unwise to take action which would be injurious 
to agriculture in order to provide some small and perhaps temporary 
gain to the regulated motor carriers. 

Now as to how much gain that would be, we developed a few 
statistics here that I would like to refer to briefly. The only com- 
modities that we have any good statistics on now in terms of the 
volume moved by exempt carriers are the poultry and frozen fruits 
and vegetables. By extending the sample and making a very liberal 
estimate, we think, of the total amount of frozen and fresh dressed 
poultry, and frozen fruits and vegetables moved by exempt carriers, 
we think that is about a million tons. I think that is a liberal estimate. 
That million tons compares with total traffic by all regulated motor 
carriers in the year 1956 of about 143 million tons. That figure is 





¢ 
b 
t 
t 


ae ae 


di de Ci tl a i i el 





PROBLEMS OF THE RAILROADS 2109 


contained in ICC statement No. 5718, the tons of freight originated 
by class I mctor carriers of property. 

The million tons that would accrue to them if it was all handed over 
to the regulated motor carriers would be less than 1 percent of the 
total volume now handled by those regulated carriers. 

Looking at the railroad figures, the total tonnage originated by the 
railroads in the year 1956 is 1,447 million tons, This million tons, if 
it all went to the railroads, would reflect about one-tenth of 1 percent 
of the total volume they are now carrying, so it is not the important 
volume that it is frequently represented to be. 

Now I realize that is only two groups of commodities, but certainly 
the othe groups of commodities that are included in the exemption 
do not aggregate a substantial volume in relation to the volume already 
transported by these carriers. 

So in conclusion, Mr. Chairman, it is our recommendation on the 
basis of all that I have said and that appears in our statement, that 
section 203 (b) (6) should remain unchanged and available as an 
instrument to assist in agricultural marketing. 

Senator Smaruers. All right, sir. Thank you very much, Mr. Dice. 
We appreciate your testimony and what you had to say. 

(The complete statement of Mr. Dice follows :) 


The interest of the Department of Agriculture in transportation matters stems 
from two factors. First, we have a statutory obligation pursuant to section 201 
of the Agricultural Adjustment Act of 1938 and section 208 (j) of the Agricul- 
tural Marketing Act of 1946 to interest ourselves in the transportation of agricul- 
tural commodities and farm supplies, and to assist in improving transportation 
services and obtaining equitable and reasonable rates and services and adequate 
facilities for such commodities. Second, the Department of Agriculture and the 
agricultural community are interested in transportation because it is a vital 
element in the agricultural marketing process. 

Farmers are not concerned solely with the production of agricultural com- 
modities but are concerned with every step in the marketing process from the 
farm gate to the ultimate consumer. The cost of marketing, including the cost 
of transportation, is reflected directly or indirectly on farmers’ returns for the 
goods they produce. The availability of the broadest possible market is im- 
portant not only in providing outlets for more of the farmers’ output but also 
in strengthening the demand side of the supply-demand equation to provide all 
possible price strength. 

The Department conducts a wide variety of marketing research and marketing 
service programs aimed at strengthening and improving the marketing precess. 
Continuing efforts are directed toward finding ways of improving the efficiency 
of marketing, minimizing marketing costs, and finding new uses and markets 
for agricultural commodities, Transportation is an important factor in all 
of these objectives. 

We have followed with considerable interest the hearings which began on 
January 13, 1958, before this subcommittee in connection with the financial and 
other problems of the Nation’s railroads. We have been particularly interested 
in testimony by railroad representatives and later by motor carrier interests 
in connection with the so-called agricultural commodities exemption authorized 
by section 203 (b) (6) of the Interstate Commerce Act. This matter has been 
one of rather widespread interest for a considerable period of time and this 
interest has intensified following decisions by the courts, holding frozen dressed 
poultry and frezen fruits and vegetables to be unmanufactured products of 
agriculture and, therefore, exempt from economic regulation pursuant to the 
above statutory provision. 

The Department of Agriculture has strongly advocated the continuance of 
the agricultural exemption because of its belief that the exemption of trans- 
portation of unmanufactured agricultural products by motor carrier contributes 
greatly to the broadening of the market, as well as to the efficiency, flexibility, 
and economy of marketing. However, as interest in this matter intensified, 
and since certain interests have made known their desire to seek repeal or sub- 
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stantial curtailment of the exemption, we decided, after consultation with 


representatives of the major farm organizations, to undertake surveys to obtain | 


factual information with respect to the use made and the advantages and dis. 
advantages of the exempt transportation of the two groups of commodities 


which appeared to be subject to the greatest interest and controversy, namely, | 


fresh and frozen dressed poultry and frozen fruits and vegetables. 

These studies were undertaken last year. The field work involved in the 
poultry survey has been completed and a summary report has been prepared. 
The survey covering frozen fruits and vegetables has not been completed. We 
have, however, been able to obtain partial results of the survey upon which we 
will report. 

We would like, first, to present the highlights of the poultry survey. Fresh 
dressed poultry was declared to be exempt by a district court decision June 30, 
1953, which was later affirmed by the United States Circuit Court of Appeals 
and the United States Supreme Court. On April 23, 1956, the United States 
Supreme Court affirmed a decision of the district court of the Southern Distriet 
of Texas establishing the exempt status of frozen dressed poultry. 


Through the survey conducted we sought to obtain information on transporta- | 


tion of these commodities before they became exempt and also during a period 
following the exemption. Therefore, information on fresh dressed poultry was 


obtained for the calendar year 1952 and for the year beginning July 1, 1956. In- | 


formation on frozen dressed poultry was obtained for the calendar year 1955 
and the year beginning July 1, 1956. 

Data were obtained from poultry processors and motor carriers. Since one 
of the objectives was to compare conditions existing prior to the exemption with 


those existing after the exemption, it was desirable to interview processors | 


who were in operation and who had data on shipments during both periods, 
The sample, determined by the use of accepted procedures, was drawn so that 
it would be representative of the industry by size of establishment and areas 
of production. While the need for 1952 records did impose a minor limitation 
upon the sampling procedure, which is explained in the survey report, it resulted 


in a good coverage of small, medium, and large firms, and a good representation | 


of producing regions. 

A total of 158 poultry processors engaging in the interstate shipment of poultry 
were interviewed. Of these, 144 processors, located in 37 States, provided data 
sufficiently complete for analysis. In the 1956-57 period used in the study, these 
processors shipped 1.4 billion pounds of fresh and frozen dressed poultry. This 
equals about 41 percent of the 1956 volume for all commercial poultry processing 

lants. 
. Since a listing of motor carrier operators was not available, the names of car- 
riers interviewed were obtained from poultry processors. 67 of the 72 motor 
carriers interviewed provided adequate data for inclusion in the study. These 


included 41 exempt carriers and 26 carriers holding operating authority from 


the Interstate Commerce Commission. 

We recognize, of course, that all motor carriers were eligible to transport these 
commodities following the court decisions making them exempt from economie¢ 
regulation by the Commission. For purposes of differentiation, however, we 
have used in the survey and will use in this statement the term “regulated” car- 
rier. In so doing, we are referring to carriers who hold operating authority to 
transport manufactured commodities, but who in addition haul some exempt 
commodities. 

For purpose of clarity we have developed several charts to show quantities 
of poultry shipped by various types of carriers prior to the exemption and 
subsequent thereto. The first chart, which is attached to this statement, marked 
“attachment No. 1,” shows data with respect to shipments of fresh dressed 
poultry by the processors interviewed. The data were obtained from 60 proc- 
essors who shipped fresh poultry only and 35 others who shipped both fresh 
and frozen. As you will note, these processors shipped by motor carrier a total 
of 486 million pounds of fresh dressed poultry in 1952 and 989 million pounds in 
the 1956-57 year. In both periods the volume of fresh dressed poultry which 
moved by rail was less than 1 percent and could not be reflected on the chart. 
The chart shows that in 1952, prior to the exemption, 62 percent, or 303 million 
pounds, moved by private carrier. The balance of 38 percent, or 182 million 
pounds, moved by for-hire carriers, all of which were regulated by the Interstate 
Commerce Commission. In the 1956-57 perior 48 percent, or 474 million pounds 
moved by private carrier; 9 percent, or 91 million pounds, moved by for-hire 
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regulated carriers; and the balance of 43 percent, or 424 million pounds by for- 
hire exempt carriers. 

The second chart, marked “Attachment No. 2,” shows similar information for 
frozen-poultry shipments in 1955, prior to exemption, and in the 1956-57 period, 
after exemption. These data represent shipments from 49 processors who shipped 
frozen poultry only and the 35 processors who shipped both fresh and frozen 
poultry. Unlike the fresh poultry, a portion of the frozen product moved by 
rail, 16 percent prior to exemption and 13 percent in the period after exemption. 
In 1955, 28 percent, or 95 million pounds, moved by private motor carrier and 
56 percent, or 186 million pounds, by for-hire regulated carriers. In the 1956-57 
period about the same quantity, 98 million pounds, but a lesser percentage, 23, 
moved by private motor carrier; 19 percent, or 83 million pounds, moved by for- 
hire regulated motor carrier; and the balance of 45 percent, or 193 million 
pounds, moved by for-hire exempt motor carrier. 

The poultry processors interviewed during the survey were asked to state the 
advantages and disadvantages which .they saw in the utilization of regulated 
or exempt carriers in transporting their poultry to market. About 14 percent 
of those interviewed reported that in using regulated trucks they experienced 
certain advantages, the principal ones being better service, financial responsi- 
bility, less managerial labor required by the processor, and greater reliability. 
Fifty-nine percent of those interviewed reported disadvantages in using regulated 
earriers. Principal disadvantages stated were that trucks were not readily 
available, the rates too high, there was unwillingness to serve off-line points, 
delivery service was slow, and difficulty was experienced in obtaining service 
to distant markets. The balance either used their own vehicles or expressed 
no opinion. 

Inquiries as to advantages or disadvantages in using exempt carriers resulted 
in reports by 57 percent of the processors of advantages experienced, whereas 23 
percent reported disadvantages. The advantages included lower rates, faster 
service, availability of trucking equipment, and willingness to serve out-of-the- 
way points and distant markets. Disadvantages reported included less financial 
responsibility and reliability, unsatisfactory equipment, trucks not readily avail- 
able. and a greater degree of supervision required. 

Sixty-three percent of the processors reported that they had experienced an 
increase in the number of for-hire trucks available to haul poultry since the court 
decisions. About two-thirds of the processors reported that they used exempt 
motor carriers more frequently on the longer hauls than they did the regulated 
motor carriers. 

When queried as to the effects that would result from removal of the agricul- 
tural exemption in the transportation of fresh and frozen poultry, 80 percent 
of the processors expressed opinions. The principal effects anticipated included 
an increase in the cost of transportation, the loss of more distant markets, a 
shortage of adequate trucking equipment, the loss of small out-of-the way mar- 
kets. and smaller returns to processors and producers. Rather significantly. 46 
of the processors interviewed stated that they would return to private trucking 
or would increase existing private truck fleets if shipments of poultry again be- 
came subject to economic regulation. 

Comparisons were made between the truck rates charged by both regulated 
and exempt carriers during the 1956—57 period and those prevailing in 1952 on 
fresh poultry and in 1955 on frozen poultry. Rates in the 1956-57 period were 
approximately 33 percent below the 1952 level on fresh poultry and 36 percent 
below the 1955 level on frozen poultry. These averages are based on rate com- 
parisons from 210 origins to 12 major markets. Rate comparisons are shown in 
greater detail in the survey report. 

Interviews with motor carriers showed that all carried cargo insurance, al- 
though the regulated carriers generally have greater coverage than the exempt 
carriers. 

The interviews also disclosed that the trailers of the regulated carriers used 
in hauling poultry tend to have more insulation than those of exempt carriers, 
although the differences are not pronounced. On the other hand, equipment used 
by the exempt carriers is newer than that of the regulated carriers. Forty-six 
percent of the trailers of the exempt group are three years of age or less, com- 
pared with 39 percent from the regulated group. 

Frozen fruits and vegetables were declared to be exempt commodities under 
section 203 (b) (6) of the Interstate Commerce Act by a decision of a Federal 
district court on May 7, 1956. This decision was affirmed by the United States 
Supreme Court November 5, 1956. 
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The field work on the fruit and vegetable survey has not been completed. The 
survey contemplates interviews with approximately 110 frozen fruit and vege. 
table processors, which will represent a coverage of about 36 percent of the 
industry. Interviews have been completed with about 78 processors, principally 
in the West, Midwest, and Northeast. Interviews remain to be completed with 
processors in the South Atlantic and South Central areas. 

Data resulting from interviews with 78 processors are available, however, and 
are in process of tabulation and analysis. We have been able to assemble par- 
tial information with respect to the operations of these 78 processors in 1955, 
prior to the exemption, and in 1957, after exemption. They shipped a total of 
727 million pounds of frozen fruits and vegetables in 1955, and 766 million pounds 
in 1957. Of these totals, interstate shipments totaled 621 million pounds in 
1955 and 663 million pounds in 1957. Interstate shipments accounted for 85 per- 
cent of the total in both years. 

Data with respect to type of carrier used were obtained only for the interstate 
shipments. In 1955, 61 percent, or 378 million pounds, moved by rail; about 6 
percent, or 35 million pounds, by private truck; and 29 percent, or 181 million 
pounds by regulated for-hire trucks. The balance of about 4 percent or 27 million 
pounds, also moved by truck, but the type was not determined. (See chart, at- 
tachment No. 3.) 

In 1957, the railroads carried about the same volume, 377 million pounds, but 
a lesser percentage, 57, of the total shipped by the processors interviewed. Pri- 
vate trucks carried 8 percent, or 49 million pounds; regulated for-hire trucks 24 
percent, or 160 million pounds; the exempt for-hire trucks 8 percent, or 55 million 
pounds. The balance of 3 percent or 22 million pounds moved by truck, but the | 
type was not determined. 

More than 70 percent of the processors interviewed indicated that they had 
experienced an increase in availability of motor carriers since the exemption. 

The frozen fruit and vegetable processors were also asked to indicate the 
advantages and disadvantages they saw in the utilization of exempt and 
regulated for-hire carriers. The responses varied by areas, influenced un- 
doubtedly by varying availability of regulated and exempt carriers, by the 
nature of processors’ shipping operations, and by experience in using the two 
types of carriers. 

In response to inquiry as to the advantages seen in using regulated carriers, 
45 shippers reported one or more advantages, the principal ones being ready 
availability of equipment, greater reliability, better trucking equipment, ease 
of contacting carriers, financial responsibility, and better delivery service. 
Disadvantages were reported by 41 shippers. Chief disadvantages reported 
were unwillingness to haul less-than-truckload shipments, trucks not readily 
available, rates too high, unwillingness to serve off-line points, and existence | 
of restriction on number of pickups anl stopoffs. 

Reports on advantages and disadvantages of using exempt carriers followed 
a similar pattern: 44 reported one or more advantages and 38 one or more dis- 
advantages. Major advantages were lower rates, willingness to haul less- 
than-truckload shipments, availability of trucking equipment, better care of 
product while in transit, willingness to serve out-of-way markets, and greater | 
concern for shipper’s problems. Disadvantages most frequently reported were | 
that trucks were not readily available, more investigation is required, and 
quality of equipment is not always satisfactory. 

To the extent further information can be developed with respect to the 
frozen fruits and vegetables survey prior to the conclusion of the hearing now 
in process before this subcommittee, such information will be made available. 

Although the survey with respect to transportation of frozen fruits and 
vegetables is not complete and although there are some differences disclosed 
in the pattern of use of various types of carriers as compared with the findings 
in the poultry survey, both surveys reveal many of the same advantages 
experienced by processors in the utilization of exempt motor carriers. The 
service advantages disclosed are quite pertinent, perhaps even more so than the 
rate. advantages which have resulted from the exemption. Although the 
experiences of different processors in different localities vary, it is significant 
that many have found that exempt carriers are more willing than others to 
haul less-than-truckload shipments, to serve out-of-the-way markets, to serve 
distant markets, and to make multiple pickups and stopoffs. 
, ..We have, of course, surveyed the transportation of only two major groups 
of commodities presently exempt from economic regulation under section 208 
‘(b) (6) of the Interstate Commerce Act. There is no information available 
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which would indicate that the advantages which accrue to agriculture in 
the case of the two commodities surveyed do not also exist in the transporta- 
tion of other exempt commodities. 

We would like now to discuss further some of the aspects of the agricultural 
exemption which we believe to be important to agriculture and to summarize 
our conclusions. 

One of the proposals for curtailment of the agricultural exemption, embodied 
in a proposed bill S. 1689, seems to assume that farmers’ interests in the marketing 
of their commodities are affected only to the extent that they pay the freight 
pills or hold title to those commodities through the channels of commerce. We 
disagree \ery strongly with this philosophy and for that reason have recommended 
to the Senate Interstate and Foreign Commerce Committee that this bill not be 
enacted. We believe it would eliminate a large portion of the benefits which now 
accrue to farmers from the exemption and would remove much of the marketing 
flexibility, efficiency, and economy which now exist. 

The Department also recommended against enactment of S. 2553, a bill which 
proposes elimination of many categories of processed commodities from the pur- 
view of the exemption. This proposal, also, if enacted into law, would substan- 
tially limit the exemption and remove many benefits which accrue to farmers. 

Farmers are directly affected, of course, when they pay the freight bills and 
when those freight bills can be reduced, but they benefit also by any efficiencies 
and economies which are injected into the marketing process regardless of 
whether they own the commodities when they are transported in the channels of 
commerce and regardless of whether they actually pay the freight bills. 

The evidence points strongly to the fact that more markets can be reached 
and more products can be marketed with the availability of exempt transporta- 
tion. We recognize that, except as noted below, dollar and cents saving which 
may result from the use of one form of transportation or another cannot always 
be traced to the producer. In other words, it cannot be proven that any such 
saving is reflected directly in the price the producer receives nor can it be proven 
that it is reflected directly in all instances in the price paid by consumers. Cer- 
tainly it is true that the producer or the consumer, or both, benefit by any reduc- 
tion in marketing costs, particularly when supplies of the commodity are plentiful 
and the market is highly competitive. 

But whether or not the producer of agricultural commodities receives a direct 
benefit from any reduced transportation costs, he clearly benefits by any circum- 
stance which permits the marketing of a greater quantity of the commodity which 
he produces. It seems clear that the use of exempt motor carrier transportation 
has been invaluable in reaching markets which would be difficult or substantially 
more expensive to reach otherwise. Not only does this provide an outlet for 
more of the farmers’ output but it tends to strengthen the price which he receives 
for that output through the creation of a greater demand in relation to the avail- 
able supply. 

It is also significant that a great many commodities, including processed com- 
modities, covered by the agricultural exemption, are marketed by farmer coopera- 
tives. Any benefits which accrue to the cooperative itself accrue to the farmer 
members of that cooperative. One manager of a large poultry marketing cooper- 
ative interviewed in the course of the poultry survey, previously discussed, esti- 
mated that producer members would lose from a tenth to one-half cent a pound 
if the exemption were removed. It was pointed out earlier that on the average 
the transportation rates under the exemption are approximately one-third less 
than when transportation of the product was subject to regulation. It is esti- 
mated that about 350 million pounds of fresh and frozen poultry are marketed 
annually by the cooperatives. Apart from the restrictions which elimination of 
the exemption would impose on marketing, it is obvious that the increased cost 
of transportation of this quantity of product would be substantial and that 
this increase would be reflected directly in lower returns to producer-members 
of the cooperative organizations, 

We are concerned also about another significant factor involving the availabil- 
ity of exempt motor-carrier transportation. Agricultural marketing is not a 
static process. It is a continually changing one. We in the Department and 
those in the industry continue to seek new uses or new outlets for products of the 
farm. The development of markets for the new products may, in many instances, 
be substantially enhanced by the availability of exempt motor carriers to trans- 
port the product to the various markets where it can be sold. The elimination of 
the exemption could create substantial additional problems in the development 
of markets for new products. 
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The exempt motor-carrier transportation is important, too, in the development 
of new producing areas and the establishment of new plants to assemble or 
process agricultural products. As in the case of new products, markets must 
be developed and carriers other than exempt carriers may not be in position to 
provide the service needed. Exempt carriers can serve any origin point and 
any destination and can go by any route to provide such service without inter- 
change. 

We are not suggesting that the transportation needs of agriculture can be met 
only by exempt motor carriers, but some of them can and some can be met best 
by such carriers. However, we anticipate that all modes of transportation will 
continue to be important in the total agricultural marketing picture. 

Virtually every commodity now exempt under section 203 (b) (6) is transported 
to some extent by rail, by regulated motor carrier, and by exempt motor carrier. 
Some are also transported by water carriers. Some shippers find advantages in 
using rail service for all or a portion of their shipments. Some, as shown in the 
surveys conducted by the Department, find that regulated motor carriers opera- 
ting in their areas provide the best service. Others, as also shown by these 
surveys, find advantages in using exempt motor carriers. If any shipper finds 
that a particular carrier or group of carriers: meets his needs, provides fastet 
service, is more reliable, or offers lower cost transportation, he need not use 
others. If regulated motor carriers can best serve a shipper, he should be—and 
is—free to use those carriers. At the same time, any shipper who finds his needs 
better met by exempt carriers, should not be deprived of the right to use them. 

It is argued by some that the exemption results in loss of traffic to the rail- 
roads and regulated motor carriers and that it is injurious to the common-carrier 
system. With respect to the transportation of those exempt commodities on 
which the railroads can compete servicewise, they have been able to make rate 
adjustments in an effort to retain or recapture traffic. There have been nu- 
merous instances of such adjustments. As for commodities such as poultry and 
many others where motor carriers can provide a service better adapted to ship- 
pers’ marketing needs, there is nothing to prevent regulated motor carriers from 
competing with exempt carriers for the traffic. They are doing so now, and it 
has not driven them out of business. As a matter of fact, the index of intercity 
tonnage transported by class I and II intercity motor earriers, as published by the 
department of research, American Trucking Association, continues to increase, 

The Department favors a strong common-carrier system of transportation, but 
we would go further. We favor a strong transportation system, of which exempt 
earriers are a part. Exempt carriers are providing a service of tremendous 
value to agriculture. They meet an existing need. True, they compete for 
traffic, and that competition tends to keep rates at reasonable levels. To legis- 
late these carriers out of existence so that the traffic could be handed over to other 
earriers, probably at higher rates, would not serve the public interest but would 
serve only the interests of the railroads and regulated motor carriers. More- 
over, the railroads and motor carriers would not get all this traffic in any event, 
because some shippers and buyers would acquire their own trucks, and there 
would be further expansion of private transportation, which has already gained 
substantial impetus. 

We realize that the railroads’ financial problems are difficult but we do not 
think that curtailment or elimination of the agricultural exemption is the way to 
deal with their problems. Certainly it would be unreasonable to try to improve 
the railroads’ financial position at the expense of the agricultural community 
when the economic position of the Nation’s farmers is also unfavorable. While 
there has been an improvement in the income position of farmers recently, that 
income position still remains unfavorable in relation to that of other important 
economic groups. 

For the above reasons we strongly recommend to this committee that no change 
be made in section 203 (b) (6) of the Interstate Commerce Act. We believe the 
existing language provides a sound basis for the determination of those commodi- 
ties which should be exempt from regulation when transported by motor carrier. 
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(The charts referred to in the statement are as follows:) 


Taste 1.—Advantages and disadvantages of shipping frozen fruits and vegetablea 
by regulated motor carrier as reported by processors, 1957 
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Advantages reported 





1. Trucks readily available... -.....-.-.- 
3. Greater reliability... ......---------- 
3. Better trucking equipment -.--...--- 
4. Easier t> contact regulated carriers.- 
§. Greater financial responsibility -.---- 
6. Better delivery service-..........--- 
7. Know how to handle and protect 
frozen fruits and vegetables. 
8. Ability to trace or diver shipments 


en route. 
9. = 1. t. 1. shipments on back- 
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10. Drivers more cooperative._........-.- 

11. No union unloading problems at 
markets. 

12. Rates more stable_._........-------- 

13. Reas nable rates-_...........-------- 

14, Can haul larger shipments and give 
more frequent service. 

15. Less managerial labor..........-...-- 


Total processors reporting any 
advantages 


Number 
of times 
advantage 


was 
reported 
by proces- 
sors of 
frozen 
fruits and 
vegetables 


~ eee DH SS ££ DOO 


= 


oman Nn So oO PON 


ll. 
i Inadequate trucking equipment... 


14, 


Disadvantages reported 





. Unwillingness to haul 1. t. 1. ship- 


ments. 


. Trucks not readily available____--- 
EE I c...c <p cencnensemend 
b be om to serve off-line 


points. 
. Restrictions on number of pickups 


and stopoffs. 


. Failure to meet scheduled pickup 


or delivery hours. 


. Lack of flexibility in pickup at 


processing plants. 


. Slowness in claim adjustments. .-- 
. Drivers don’t give proper atten- 


tion to perishable nature of 
product. 


. No attempt by carriers to special- 


ize in hauling frozen fruits and 
vegetables. 
Slower delivery service through 


Poor service due to use of too much 
“leased’’ equipment. 
Regulated carrier agents in the 
ast fairly often quote rates that 
regulated carriers in the West 
won’t honor. 


Total processors reporting any 
disadvantages. 
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TABLE 2.—Advantages and disadvantages of shipping frozen fruits and vegetables 
by exempt motor carrier as reported by processors, 1957 





Advantages reported 
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16. Prompt pickup and delivery on 
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17. Greater reliability of the drivers... _- 
18. Better trucking equipment-.........- 
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Disadvantages reported 
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Less financial responsibility - -.-_.- 
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tables while in transit. 
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ules. 
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9. 


10. 
11. 
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Rates not stable_-_...........-.--- 
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TasLE 3.—E pected effects if the agricultural exemption were removed from 
truck shipments of frozen fruits and vegetables, as reported by processors, 
1957 
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Effects reported by processors 
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fruits and 
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Attachment No. 2 
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Senator Smaruers. Mr. Keefe, Seabrook Farms Co., Seabrook, 
.d. | 


STATEMENT OF JOHN D. KEEFE, WAREHOUSING AND TRAFFIC 


MANAGER, SEABROOK FARMS CO., SEABROOK, N. J. 


_ Mr. Keere. My name is John D. Keefe. I am warehousing and 
traffic manager for the Seabrook Farms Co., Seabrook, N. J., pro- 
ducers of frozen fruits, vegetables, and prepared foods. 
I have also been authorized to speak for the Eastern Freezers As- 
sociation whose membership consists of food processors, both a 
tes. 1e 


‘and small, located in the eastern half of the United Sta 


majority of these packers are small packers and are located in farm- 
ing communities and process the farm products of local farmers for 
sale to large packers who market them under well-known brand 
names. These packers are commonly known as copackers in the in- 
dustry. Attached to the written statement which you have is a list 
of the membership of this association. 

(The above-mentioned list is as follows :) 


EASTERN FREEZERS ASSOCIATION 


Brock Co., Inc. Pennsylvania Frosted Foods 
Coastal Foods Co. Seabrook Farms Co. 
Draper’s Frozen Products, Inc. Shoreland Freezers, Inc. 
Consumers Ice & Supply Co. Snow Flake Canning Co. 
Consumers Packing Co. Southern Frozen Foods, Inc. 


Curtice Bros. Co. Southern Packing Co. 

John H. Dulaney & Son, Inc. Southland Frozen Foods, Inc. 
Frankenmuth Frosted Foods Co. Trappe Frozen Foods 

Great Lakes Growers, Inc. Winter Garden Co., Inc. 


Humboldt Foods Winter Garden Freezer Co. 
Nittany Packing Co. 

The association, as well as my own company, are opposed to any 
amendment to section 203 (b) (6) of the Interstate Comerce Act or 
any interference with the present operation of exempt carriers. 

y company started operations in 1920 when the market place was 
being served with practically all fresh vegetables. The market served 
was within a hundred-mile radius, to include New York City, Phila- 
delphia, Washington, and southern New Jersey towns. As the ca- 
pacity to produce vegetables outgrew the available market, our com- 
pany went into the canning business in order to serve a wider area 
of distribution and thus enable our local farmers to grow’ and ‘sell 
more of their products. 

In 1930 our company became one of the pioneers in the freezi 
of vegetables. This was done to improve the quality of the cann 
product and to process_a wider range and selection of fruits and vege- 
tables. I wish to point out.that the freezing of our farm products 
is only incidental to our farming operation. 

As the customers desire a better product we have’ made: the neces- 
sary changes in our processing operation to placé the product.in their 
hands in the most acceptable container. . Throughout this entire pat- 
tern of processing and marketing we have dealt with the.same farm- 
ers and their progeny that we. started in with, back in 1920. 
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The reasons for the exemption being written into the act in 1935 
are just as applicable to the marketing of food products today as 
they were back in the early days of our operation. 

A previous witness before the committee testified that the National 
Association of Frozen Food Packers. was in favor of pepeuon of 
frozen fruits and vegetables and other items now considered to be 
exempt. This is no longer a fact. : 

The association’s board of directors at its annual meeting in Chi- 
cago in February of this year voted to take a neutral position because 
of a wide difference of opinions on the subject by its members. In 
favor of exemption were those shippers who primarily ship by truck, 
REPO to the exemption were those shippers who are primarily rail 

ippers. 

e reasons are rather obvious. Each form of Saneperieiion has 
its advantages—depending on the type of service desired by the ship- 
per and his customers. 

king for the Eastern Freezers and my own company, I 
strongly doubt, if froeen fruits and vegetables were regulated again, 
if any of their tonnage would be regained by the rails. 


Shippers of frozen fruits and vegetables are finding it necessary 


n 
to use trucks more and more to serve the market. The pattern of 
distribution from farm to market is constantly changing. 

We are now shipping our product direct to large chains, yes, even 
to large supermarkets who require service 2 or 3 times a week in 
1, t. 1. quantities and few if any of these points would fit into use of 
rail transportation. Prior to the advent of the chainstore and with 
its concentrated buying power, the consuming public were served by 


many small “mom and pop stores,” who in turn were served by a 
distributor’s truck from a centralized distribution point, who in turn 
received their product from warehouses by truck, who in turn were 
served by rail or truck from the packer’s plant. 

Through the use of modern marketing methods made possible by 
the use of a more flexible transportation system we are eliminating 
many steps in the old distribution pattern, and thus reducing the cost 
of product to the consumer year by year as is brought out by the rec- 
ords of price indexes published by the United States Department of 
Agriculture. 

rozen fruits and vegetables are highly perishable and must be 
protected at all times with 0° F. temperature to retain their nutritive 
qualities, flavor, and appearance. ultiple handling, so often re- 
quired due to regulation, does not help to maintain this constant 0° F. 
temperature. On the other hand, exempt carriage with its flexibility 
of movement can serve the shipper best with a minimum of 
rehandlings. 

A previous witness testified that the frozen-food industry could not 
have successfully grown without adequate transportation which at 
that time was regulated. I feel that our industry grew in spite of 
regulation, not because of it. Witness a large number of packers who 
own their own trucks. Certainly they would not get into the trans- 
portation business if they were being adequately served by the 
regulated carriers. 

n our Own case we requested from the ICC statewide authority 
in 13 Eastern States for our principal carrier and were opposed by 
interests completely unable and unwilling to provide the necessary 
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service. We lost our case and later formed our own private trucking 

fleet to serve the market and grow with the frozen-food industry. 
Ever since World War II there has been a drastic shortage of 
frozen food cabinet space in the stores; yet since World War II 
frozen-food sales have continued to grow in spite of the shortage of 
cabinet space. I feel that this situation compares favorable to the 
ition of the regulated truck and rail carriers who say they made 

it ible for the frozen-food industry to grow. 

rvice and equipment have definitely not deteriorated as a result 


of the exemption. We at Seabrook and all of our fellow members of 


the Eastern Freezers apply strict requirements to the equipment of 
exempt carriers. This procedure forces the inferior equipment off 
the road. Since we have been shipping exempt—and we have used 
exempt carriers since the Supreme Court ruling on the Home Transfer 
case—we have had to turn away fewer trucks because of inadequate 
insulation and refrigeration and our claims for loss and damage are 
practically nil when compared to the claims filed during regulation 
when we were forced to use carriers whose service and equipment 
were not always reliable. 

I believe that sufficient testimony has been offered by others before 
this committee to prove that equipment and service under exemption 
are adequate for shippers’ needs. We must continue to have the right 
to determine who will haul our products if we are to maintain adequate 
protection of our products to the ultimate consumer. 

Frozen fruits and vegetables and frozen prepared foods are highly 
perishable. They require specialized equipment to haul them. ey 
require careful attention during loading and unloading and during 
transit. 

It takes drivers who work with these commodities day in and day 
out to give them the protection they need to insure safe delivery. 
Exempt truckers have proven, through their experience, that they 
are capable of this job. The drivers themselves in many cases have 
a very large financial investment in the equipment and heir sense of 
responsibility is increased thereby. We find that the general coni- 
modity carriers who perform refrigerated service do not measure up 
to the service extended by the exempt carriers in this respect. 

I can visualize no advantage to the large segment of the general 
public from the regulation of frozen fruits and vegetables. I can 
only visualize that it will help to insure the investment of a relatively 
few regulated carriers while it will serve to disrupt marketing chan- 
nels, cause greater expense to the packer, poor service and thus slow 
down the growth of the frozen food industry which will result in the 
closing down of many of our packing platns who are dependent on the 
flexibility of the exempt carrier to market their products. 

That is my statement, sir. 

Senator Smaruers. Fine, Mr. Keefe. That is a good statement. 

Mr. Barron. No questions. 

Senator Smaruers. All right, sir. Thank you very much. 

Mr. Keerr. Thank you, sir. 

Senator Smatuers. The next and last witness is Mr. John A. Hast- 
ings, 25 East 67th Street, New York City. 

Mr. Hastings, can you give us some idea of how long you will be? 

Mr..Hastin@s.. I would say about 20 minutes. 

21278—58—pt. 4 —10 
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STATEMENT OF JOHN A. HASTINGS, NEW YORK, N. Y. 


Mr. Hasrines. May it please the committee, my name is John A, 
nang I reside in Great Neck, Long Island, N. Y. I have de- 
voted the better part of the last 35 years, including 10 years in the 
Senate of the State of New York, to an intensive study of trans- 
parentaon economics and practices. I profess to be more than casually 

amiliar with transportation history in the United States. 

The inability of the railroads to develop and retain adequate reve- 
nues has a simple and primary cause. For over 35 years I have sought 
unceasingly to arouse the railroads, the Interstate Commerce Com- 
mission, and others interested, to the necessity of a total revision 
downward of rail passenger fares and freight rates. I have urged 
the rehabilitation of the roadbed and equipment as a means not only 
of revival but of survival of the railroads. 

_ During the past quarter of a century we have developed super- 
highways, supertankers, supermarkets and superconstellations, and in 
order to survive, the railroads must develop a superrailroad. They 
must be able to move people faster, safer, and cheaper. There is no 
other answer to survival. 

The railroads on the other hand sought always to overcome decreas- 
ing volume of traffic by increasing rates to the remaining traffic blind 
to the inevitable consequence that every rate increase serves only to 
increase the diversion of revenue traffic and to decrease traffic revenue. 

In order to conserve time, I just want to call your attention to the 
actual statistics with respect to the effect of increased rates on pas- 
senger traffic and passenger revenues as well as the decreased rates on 
passenger revenues and passenger traffic and there is no instance in 
the whole history of railroading where the number of people carried 
were increased when rates were increased or where the revenues in- 
creased. There is no exception to that rule and every time the rail- 
roads experimented with a low rate, they increased not only the number 
of passengers they carried but their total revenues, as the record will 
show here. 

. The most complete, exhaustive, and factual study and survey of the 

assenger railroad market was made under the direction of the Federal 
foogiteainn of Transportation, the late Joseph B. Eastman, than 
whom there was no more profound student of this subject. This in- 
vestigation resulted in a report entitled “Passenger Traffic Report,” 
dated J anuary 17, 1935. 

It.contained the conelusions-of the Federal Coordinator of Trans- 
portation, dated June 12, 1936. 

The passenger traffic report confirmed that the 20 percent increase in 
fares in 1920 was primarily responsible for the decline in passenger 
revenue in 1921. The report and the conclusions recorded that there 
was need for drastic fare reductions from the fare of 3.6. cents then 
in force and observed that in the first 6 months of 1934, compared with 
the average similar period for the 3 preceding years, a 144 cents basic 
rate in the South produced results better by 26 percent than the 3.6 
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cents basic rate did in the East and 34 percent better than a 2-cent basic 
rate did in the West. 


The 20 percent increase of 1920— 
stated the Coordinator’s report— 


not only failed to attain its purpose but was attented by a substantial net loss 
in revenue. 

The Federal Coordinator’s investigation on passenger traffic also 
found that such data as were gathered indicate that a total fare of 1 
cent per passenger-mile is the ceiling and that fares somewhat lower 
than that will be necessary in order to expand the market of commuta- 
tion travel by price sapeal 

After an analysis of many months, the Coordinator’s Section of 
Transportation Service found that the pricing problems which these 
carriers have to face and solve is to find a fare low enough to attract 
travel in sufficient volume to be compensatory. 

I propose, therefore, that this committee recommended the promul- 
gation of a pores to postalize passenger fares on the following basis: 
My plan embraces three categories for railroad, coach ratemakin 
purposes and three classes of rates for an experimental period of 7 
years, after which the effects therefrom will form the basis for scientific 

readjustment and reformation. 

My plan suggests the following ordinary coach rates for passenger 
conveyance : 

bh he urban fare from 1 to 25 miles, 25 cents. 

2. A suburban fare from 25 to 50 miles, 50 cents. 

8. Interurban, 50 to 100 miles for $1 and with speeds of 100 miles an 
hour and a fare of $1 an hour. 

At the moment the Government and the States are spending billions 
of dollars in improving highways and building superiialetaaie Bil- 
lions of dollars are being spent improving waterways and airways but 
nobody is spending any money to improve the railroads and the 
economy of this country will be vitally affected unless they are com- 

letely modernized and rehabilitated and there is no time to be lost. 
This recession will go into a deep devastating depression and largely 
caused by failure to rehabilitate our railroads. 

Now in arriving at these rates, Senator, I believe in the profit system. 
I am against any form of subsidy to the railroads or anybody else. If 
we are going to have capitalism then we ought to practice it and not 

reach it. 
t In arriving at these rates, I took into consideration the cost figures 
prepared by the Interstate Commerce Commission, as well as paid ad- 
vertisements that were inserted by the Pennsylvania Railroad in the 
metropolitan press generally and national magazines the country over. 

The Pennsylvania Railroad ran these ads for the purpose of in- 
fluencing public opinion to get higher fares and higher rates: They 
set forth their costs to be $2.24 a train-mile. In the ordinary coaches 
there are 88 seats, according to their advertisement and the semideluxe 
coaches have 62 seats and the deluxe coaches have 44 seats. 
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I doubled their figure of $2.24 a train-mile and made it $4.48 a train- 
mile. I reduced by 10 percent the capacity of the ordinary coaches and 
made it 80 seats to the coach instead of 88 seats tothe coach. I did that 
in order to arrive at the seat-mile cost because that is the merchandise 
that the railroad has to sell, and it is the most perishable of all com- 
modities because once that train engages in motion and that seat is not 
used, it can never be used again or stored up for future use. 

By multiplying 80 seats by 14 cars to the train you get 1,120 seats. 
By dividing 1,120 seats, that is 10 percent less than their capacity, 
without making any provision for standees, by dividing 1,120 seats 
into $4.48, which is twice what they say it cost them, you get the 
figure of 0.004, or 4 mills a seat-mile. 

I took all of these factors into consideration in arriving at these 
rates and as low as they might sound to people, in my opinion they 
are still high and can be reduced still further. 

In the urban area let’s assume that everybody traveled the whole 
25 miles. The cost of moving the seat is 4 mills times 25 miles, or 
10 cents. I fixed the fare at 25 cents. If everybody in the suburban 
area moved the full 50 miles the cost is 4 mills times 50 miles or 20 
cents. The fare is fixed at 50 cents. 

I kelieve in profit in the capitalistic system. I want to see the 
railroad prosperous because I do not believe the country can be pros- 
perous unless the railroads are. So I speak as a friend and not a foe 
of the railroads. 

In the interurban area up to 100 miles, if all the seats were moved 
100 miles, they would not be, there will be an average of less than 
that, the cost of moving the seats is 4 mills times 100 miles or 40 
cents, and the fare is fixed at a dollar. 

The postalized passenger coach rates will not only retain existing 
traffic but develop and attract vast new volume. They will fill empty 
coach seats. They will result in revenue and earnings and produce 
what ancient distance-fixed fares have failed to accomplish. 

In order to facilitate and to expedite the application of my plan 
and to convince the operating hierarchy of the roads that the proposed 
_—— passenger fares will not and cannot adversely affect them, 

have advanced and herein again submit the following proposal. 

In order to save time, I will talk extemporaneously, if t may. 

Senator Smatuers. All right. 

Mr. Hastines. I suggest the creation of a railroad passenger guar- 
antee corporation with a capital of $500 million to be provided by 
the United States Government. The purpose of that corporation 
would be to advance to the railroads the difference between the fare 
presently charged and the wera rate which I here suggest, that 
that advance continue until such time as the railroads receive from 
those two sources from the Government advance and postalized rate, 
an income which would be equivalent to the average annual income 
for the last 10 years and we can establish statistically, based upon 
the record of the past, that this will not cost the Government corpo- 
ration a dime but it will rehabilitate the railroad credit and enable 
them to modernize their roadbed and equipment. I say this is in 
no sense a subsidy because once the railroads receive from those two 
sources a sum equivalent to average annual income that they had over 
the last.10 years, the railroads repay from the excess traffic they will 
get their money back through the Government. 
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As I said before, $101 billion worth of highways are being built; 
billions of dollars are being put into the St. Lawrence Seaway and 
waterways and harbor improvements and billions of dollars are being 
put into airport improvements but nobody is doing anything about 
the railroads and as important as airways are, they are very important, 
so too are the highways and so too are the airways, but the railroads 
are more important than all the others put together because of the 
volume of business they can do and because they are a wealth creating 
instrumentality. 

There is under consideration now in the States of New York, New 
Jersey, and Connecticut a plan to build new modern rapid transit sys- 
tems. This plan is also in contemplation in Jersey and Camden area 
and in Baltimore and Washington area and San Francisco and Los 
Angeles areas. The sum total of these investments will stimulate 
every kind of business activity and stop any recession, completely 
stop it, because this is a depression-proof plant. 

ow I would like to show you in concluding, Mr. President, some 
designs I have of a new type railroad, which will enable them to travel 
with speeds of 150 miles an hour at a fare of $1 an hour and in saying 
this, I want to point out that in November of last year, I spent some 
time in France studying their railroads over there. They have taken 
conventional railroads and conventional tracks in a number of in- 
stances and ran them at speeds in excess of 200 miles an hours, so 
everything I am talking about doing has been done or is being done. 

I would like to submit in this evidence this statement and this is 
a copy of testimony that I gave 8 years ago before the Senate Inter- 
state Commerce Commission, and I would not change a line in it 
today, and also attached to the other statement is a statement I made 
to Senator Burton K. Wheeler and Joseph Eastman 20 years ago 
this month, and I would not change a word of it. 

Mr. Chairman, this [indicating a chart] is the design of the new 

uipment on conventional tracks and on my new improved tracks. 
They have not changed the method of building railroads since they 
were first built 150 years ago. 

As I said before, we have developed everything super but the rail- 
road. This is built of prestressed concrete and it is rubber insulated, 
continuous strip of rubber, so this is interchangeable with the present 
system. With this type of system in effect here, the basic economics 
involved, the American railroads over the last 10 years will grow 
about $10 billion a year. 

Of the $10 billion they take in they will spend $3,500 million to 
maintain roadbed and equipment because of the imperfections in the 
roadbeds or 35 cents out of every dollar. 

Now the most competent engineering skill in the United States 
has passed on this and their estimates are that of the $314 billion 
spent, $3 billion a year can be saved in maintenance, so this will 
Pay. for itself. 

his is a wealth creating instrumentality. We are trying to solve 
our problems today by manipulating money instead of creatin 
wealth and the time has come where we are going to be faced wit 
& very serious situation and we are approaching it now. 

This system is interchangeable with the present system. Then 
for purposes of looking ahead a little bit, I have developed and the 
patents on this were only issued last year after years of research, 
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patents were just issued last year. General Marshall is here with me 
he is one of my associates, and he and I and a very competent staff 
have worked on these things for years and have now perfected them. 

This is a type of rocket monorail plan. This is a device which 
is completely locked in and with this you can get speeds up to 300 
miles an hour and run by automation. 

Now, they are building airfields today to take planes that are 
going to do 3,000 miles an hour. Those airports are being built 
today. This system has very limited use in my opinion because once 
you get away from the true track conventional standard gage system— 
this has great use, for instance, in South America and places like 
Brazil where they have these enormous natural resources in the 
interior and their problem is one of transportation. This [indicating | 
would have special use in subways. 

Senator Smaruers Has anybody tried to use those? 

Mr. Hasttnes. Yes. 

mevoiet Smatuers. Do you have some railroads that are looking 
at that 
- Mr. Hastines. Well, Mr. Young, unfortunately died but Mr. Mc- 
Ginnis is very much interested. Mr. Young was very much interested 
in it, and a number of foreign governments are very much interested 
in it, and I think we will have contracts this year. I am very con- 
fident we will have contracts this year to build this system, but the 
rate structure is also important. 

Now in this connection I worked out the passenger fares in great 
detail and can establish beyond any question of doubt their economic 
soundness and with freight rates, which we are working on now. It 
is an enormous task but we have reached these basic conclusions that 
as far as freight rates are concerned, they should be based upon time, 
space, and weight. 

Now, the exact figures, we have not arrived at yet because all of 
these other rate structures have proved ineffective and they have 
brought the railroads to the brink of disaster. 

Senator Smatuers. You did not go along with the theory that the 
value of the article should have anything to do with cost? 

Mr. Hastings. It should not have anything to do with it. The rail- 
roads move things and that is all they should concern themselves 
with—weight, space, and time. I do not think anybody can scien- 
tifically defend the present rate structure, what the traffic will bear 
or what the traffic will not bear. 

Senator Smaruers. Are-you advocating the Government. sponsor 
such a rehabilitation of the railroads along the line that you are 
talking about here, using this? 

Mr. Hast1nos. Yes, Teuhten and what I was going to suggest is 
this. There is a short-range program as far as the railroads are 
concerned which was first affected by the rate structure. That can 
be put into effect very quickly and do that within the next 6 months. 
But the rehabilitation of the railroads, like our highways, is a long- 
term, long-range operation and I suggest that the Government a 
vance to the railroads $214 billion a year for 20 years or a total of 
$50 billion to rehabilitate our railroad system. But, that money is 
in no sense a subsidy, it isaloan. It is not a gift and the Government 
gets its money back with interest and by spending that kind of 
money, we will create, if we spend $50 billion in the rehabilitation 
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of our railroad system, we will create at least $500 billion worth 
of new real estate values. 

We cannot afford not to do this because it is a wealth creating 
instrumentality. This is the answer to communism and all the other 
socialisms and isms and we have 100 years’ experience with this. 
This is what built our America and this is what will rebuild it on a 
bigger scale. We do not know what prosperity is compared with 
prosperity we will have wih a system of this kind in effect and it 
is going to come as sure as the sun is going to rise tomorrow and 
now is the time to do it and you are the fellows to take the lead. 

You have an extraordinary opportunity, Senator, to be of great 
service to the railroads and to the country and to posterity. It is 
in your hands to do it and you can count upon our complete 
cooperation. ) 

enator Smatuers. All right, sir. 
Mr. Hastines. Thank you. 
Senator Smatuers. I thank you. 


We are going to make a part of the record at this point the two 
statements you have submitted. 
(The complete statements are as follows :) 


STATEMENTS SUBMITTED By Mr. HaAstines 


The inability of the railroads to develop and retain adequate revenues has a 
simple and primary cause. For over 25 years I have sought unceasingly to arouse 
the railroads, the Interstate Commerce Commission, and others interested, to the 
necessity of a total revision downward of rail passenger fares and freight rates. 
I have urged the rehabilitation of the roadbed and equipment as a means not only 
of revival but of survival of the railroads. 

During this past quarter of a century we have developed superhighways, super- 
tankers, supermarkets and superconstellations, and in order to survive, the rail- 
roads must develop a superrailroad. They must be able to move people faster, 
safer and cheaper if they are to survive. There is no other answer. 

The railroads, on the other hand, sought always to overcome decreasing volume 
of traffic by increasing rates to the remaining traffic, blind to the inevitable 
consequence that every rate increase serves only to increase the diversion of 
revenue traffic and to decrease traffic revenue. 

In 1935, after years of study and analysis of the case histories recorded by the 
Interstate Commerce Commission, I stated categorically that every increase in 
passenger fares and freight rates charged by the mass carriers resulted in 
declining traffic and in vanishing revenues. In the year mentioned I published 
and widely distributed by book entitled “Postalizing Transportation.” On page 
59, I stated : “If the case-book of the past, replete with precedent and experience, 
is to be of any use as a guidepost for the future, the conclusion is inescapable 
and irresistable that increased and unequal transportation costs result in de- 
creased traffic and diminished earnings for the carriers and by the same corollary 
the lowest and most uniform rates produce for them the greatest volume of 
business with consequent gains in gross revenue and net income.” 

In the mid-thirties there was pending before the Interstate Commerce Commis- 
sion the matter of eastern passenger fares in coaches, a proceeding known as 
Ex Parte 123. I appeared in the matter and submitted a carefully prepared 
memorandum in opposition to the eastern railroads’ petition for increases in 
passenger coach fares. In that memorandum, and in my testimony, I reviewed 
cease after case taken from the records and reports of the Commission, by which 
it was conclusively established that traffic and revenues have decreased following 
each increase in rates and fares. I showed statistically, from data published by 
the railroads and reports by the Commission: “That, in the short space of one 
dozen years (between and including 1921 and 1932) the American Railroads, 
with the help of the Interstate Commerce Commission of 1920, threw away the 
patronage of 5 billion revenue passengers, and lost almost $4%% billion, during a 
period in which the travel market of America was constantly and consistently 
expanding.” 
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I proved the adverse effects of increasing rates and the beneficial results of 
decreased fares by the following, on page 5 of said memorandum: 

“Not until reduced fares were offered in December of 1933 by the southern and 
western railroads, and the lines elsewhere started to expand their operations of 
excursion, special fare and special purpose trains, did the statistical intelligence 
of railroad operations begin to show any signs of improvement. In consequence 
thereof, the volume of revenue passengers and the amount of passenger revenue 
began to show a gradual improvement.” (See 214 I. C. C., 175, 187.) 

In order to get the entire presentation made by me in that proceeding, may I 
suggest that you request or subpena the record and review it in retrospect. I 
am confident you will find it illuminating and the attitudes of the railroads 
amazing, in the light of subsequent events. 

I have recognized over the years, and recognize now, that the railroads are 
entitled to receive, and must have, increased revenues in order efficiently to 
maintain and improve their properties, adequately to provide for their labor, 
properly to compensate their invested capital and to attract additional capital 
requirements, and effectively to carry on the business for which they exist. 

In a letter, under date of May 20, 1936, to the President of the United States, 
I stated that: 

“The problem of rail transportation centers in one factor: insufficient revenue 
traffic. The passenger rail carriers cannot make money, employ more labor, 
consume large quantities of durable goods without a terrific increase in revenue 
passengers. Rail traffic will remain insufficient in volume so long as the car- 
riers, with the consent or acquiescence of the interstate commerce commission, 
persist in imposing rates and fares which make impossible, or serve to dis- 
courage, the fullest development and occupation of our outlying communities 
and the greatest use of their own facilities and divert traffic to cheaper means 
of transport.” 

In an earlier letter, dated May 29, 1935, addressed to the President of the 
United States, I stated, among other things so far as the railroad industry was 
concerned, that: 

“The only rates and fares which are profitable are those which fill trains.” 

As far back as August 11, 1936, that is a score and two years ago, I prepared 
for and submitted an analysis and proposal to the ownership of the ill-fated 
Long Island Railroad Co. I stated then that: 

“The present fare structure is obsolete. It discourages the population of vast 
areas which could and should be fertile markets for railroad business. It re- 
pels traffic. It diverts railroad passengers to cheaper transports. It has 
reduced the volume of revenue passengers, in spite of an ever-increasing travel 
market. It has reduced railroad income, and in the case of the Long Island 
Railroad Co. reduced its earnings almost to the vanishing point.” 

That was 22 years ago. The system has been through the bankruptcy courts, 
has continued to increase its rates, and to suffer loss of traffic and revenue, in 
the face of prodigious growth and development of the area through which it 
passes; which growth and development have been spurred on by cheaper and 
competitive facilities and services. 

While my protestations, proselyting, and endeavors were met with scant 
regard or even derision and contempt by the railroad potentates, there were a 
few who respectfully listened and raised their eloquent voices in support of 
my thesis, at least to the extent that they considered by observations worthy 
of study and analysis. One of these persons was an eminent member of the 
Senate of the United States—Burton K. Wheeler of Montana. Another was 
Joseph B. Eastman, than whom there was no greater or more respected au- 
thority on the problem. Senator Wheeler paid compliment to my efforts by 
introducing into the Senate of the United States on February 6, 1939, Senate 
Joint Resolution 58, which had for its purpose a direction to the Interstate 
Commerce Commission “To make a thorough study and investigation,” among 
other things, “with respect to the feasibility and desirability of fixing the 
eharges by railroads—low enough to encourage the full utilization of the carry- 
ing facilities of such railroads.” 

In 1935, at the suggestion of Senator Wheeler, I submitted to Joseph B. 
Bastman my plan to postalize passenger transportation, and thereafter, and con- 
tinuously, I conferred with Commissioner Eastman. In 1938, under date of 
March 24, just 20 years ago, I wrote to Mr, Eastman, and that writing will bear 
repetition in full today, for the statements then made are equally cogent today, 
with this addition, that the railroad magnates no longer ridicule, as they did 
then, my analysis, my prognostications, and my proposals. 
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Twenty years ago, on March 24, I wrote to the Interstate Commerce Com- 
missioner as follows: 
Marcu 24, 1938. 


Hon. JosepH B. EASTMAN, 
Interstate Commerce Commission, Washington, D. C. 

Drak CoMMISSIONER: About 3 years ago, at the suggestion of Senator Burton 
K. Wheeler, chairman of the Senate Committee on Interstate Commerce, I sub- 
mitted to you, and you examined, my plan to postalize passenger transportation. 
The plan, representing many years of economic research, had for its objectives: 

1. The rehabilitation of the railroads by stemming the continual loss, and by 
attracting the greatest volume, of revenue traffic ; 

2. The restoration thereby of the purchasing and labor employing powers of 
the railroads to establish and maintain a system of national economy which 
would substitute progress, plenty and economic tranquillity in the place of the 
present and continuing recession, depression, widespread involuntary unemploy- 
ment, and general economic chaos. 

The primary objectives aforementioned, and secondary beneficial results, are 
in part realizable through the application to the railroads of a passenger fare, 
which will ignore mileage or distance as a yardstick and be uniform for all 
distances, beyond the commuting area, within the confines of a railroad system. 
The rate should be low enough to induce the greatest volume use of the rail 
facilities and high enough so that each class of traffic served is not only self- 
sustaining but profitable as well. I know you will not gainsay the assertion that 
a fare structure embodying these principles would immeasurably widen the 
rail travel market, induce millions to use the rails for journeys which have been 
had either by cheaper means of transport or been forsaken, would develop a 
volume of traffic greater than that ever enjoyed by the roads, increase the gross 
revenues far in excess of the additional costs, produce net earnings, circulate 
the capital expended by the enormously increased number of travelers, make 
necessary the operation of expanded schedules, the employment of more oper- 
ating labor, the acquisition of new facilities and generally set in motion the 
wheels of economic progress which have been stilled by the anemia of the 
railroads. 

In the plan heretofore submitted to you, to Senator Wheeler, to the Associa- 
tion of American Railroads, and others, I had proposed a schedule of distance- 
less or postalized fares applicable to certain classes of passenger railroad service. 
In order to obviate the constitutional difficulties which have confronted most, 
if not all, of the measures designed to solve the economic enigmas of these times, 
and as an inducement to railroad capital, management, and labor, I proposed a 
8-year experiment of the plan by the railroads in collaboration with the Govern- 
ment which, through a corporation to be organized by Congress for the purpose, 
would pay to the carriers, during the experimental period, the differential be- 
tween the postalized fare collected and the fare which the carrier would have 
received from each passenger under the fare tariff in effect at the time of the 
adoption of the plan. 

The practical effect of the plan, therefore, would be that the railroads would 
attract a prodigiously increased traffic as the result of the postalized rate and 
yet receive the same gross revenue from such traffic by reason of the differential 
up to the point where the income from passenger traffic would equal the annual 
average during a 10-year period to be selected. I do not have before me your 
interesting and encouraging analysis of my plan, but as I remember your 
written comment, you stated, in substance, that a Government subsidized experi- 
ment with the railroads “in reduced passenger fares has much to commend it.” 

The extensive research relating to, and the preparation of, my plan, as pub- 
lished, preceded by almost a year the issuance by you, as coordinator of trans- 
portation, of the passenger traffic report, dated January 17, 1935. Consequently, 
I did not have the benefit of the statistical data so ably brought to public attention 
by that most useful and profound document. 

Minute and exhaustive analysis of your passenger traffic report impels me to 
modify, not the principle of my plan-——-which is fundamental—but the standard 
of rates relating to the classification of passenger train services enumerated in 
your own survey. It is this modification which I am respectfully submitting 
herewith to you, and to the Interstate Commerce Commission, as an addenda to 
the testimony I gave in the matter of eastern passenger fares in coaches, ex parte 
123, on December 23, 1937, at the hearing held by and before Commissioner 
Porter in Washington. 
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In the place and stead of the $1 and $3 postalized fares heretofore proposed 
for any passenger haul, on regular and express trains, respectively, regardless 
of distance within the scope of any one railroad system, beyond the commuting 
area, except where certain termini and intermediate points are competitively 
served by multiple systems, as in the western district where the postalized fare 
for through transportation on one system would be equal to the aggregate fares 
were the transportation had via multiple roads, I recommend postalized fares 
applicable to the classes of services referred to in the passenger traffic report: 


Ie a Op ermieniben nin cadaonn ep inenapiapactneresabancs $1. 00 
ee aeeeY Gr EIA COD hn a ee ceee son 3. 00 
IIR DO OOO IN i i ie pon pe ane nan nenener seman sane 5. 00 
For transportation in express reserved train._.._...__.__-_-.-----------~- 10. 00 
DT EPRORERAAOIS 1 MAGI BIMOR 8 amen cee eniaeae 15. 00 


(The foregoing proposed postalized fares to not include payment for acces- 
sorial services and facilities, which are to be priced in addition.) 

These rates are only tentative. They are to remain so until experience, gained 
during the experimental period, will have indicated whether they should be 
modified downward, upward, or be left undisturbed. But they shall never be 
predicated upon distance. The determinants in the difference of the rates are 
(1) class of service, (2) time or speed of service, and (3) ability of the class of 
service employed to benefit by the turnover or replacement of revenue traffic. 

These fares will make each class of service self-sustaining, as will be proved, 
I think, by using the passenger-seat-mile as the base for computation. 

For some unknown and inexplicable reason, the Commission has steadfastly 
adhered to the train-mile and to the car-mile bases for statistical conclusions, 
Neither is sound; neither supplies correct information. The train-mile is nat- 
urally dependent upon the number of cars which compose the train; while the 
car-mile is likewise subservient to the number of units (seats) capable of being 
served in each car. George L. Boag, assistant manager of the Great Southern 
of Spain Railway, in one of the best, of the few, books on railway statistics,’ 
states “that the defect of the train-mile is that it is not a complete figure.” Thus, 
the seat-mile provides not only the most complete figure, but is the lowest common 
denominator for the statistical determination of the out-of-pocket expenses 
apportionable to each seat transported, whether occupied or empty, as the cost 
is the same. The out-of-pocket cost of transporting passengers should be deter- 
mined not by the number of accommodations (seats) sold, but by the number of 
accommodations (seats) provided, salable, and moved. No other process of 
cost account is sound, valid, or equitable. In asserting the cost of passenger 
transportation by dividing the allocated costs by the number of passengers car- 
ried multiplied by the mileage of their aggregate hauls is, in effect, charging 
the revenue passenger with the cost of moving an empty, unsold, and non-revenue- 
producing seat. It is not unlike a motion-picture theater fixing its price of 
admission by the number of its patrons instead of by the potential revenue 
capacity of the house. 

In analysis 65 of exhibit 7, on page 180, in your passenger traffic report, you 
show a car-mile cost of 24 cents per car in a passenger-service train composed 
of 20 cars. Included in your computations are such items as “yard expense,” 
“maintenance of way,” “station expense,” and “overhead expense.” Reference 
to volume 2 of the statistical appendix, issued by you in support of, or as the 
basis for, the report, discloses that “yard expenses,” enumerated on lines 53 
to 57, inclusive, on page 276, comprise, among other things, “maintenance of 
yard” and “maintenance of locomotives” and “yet yard joint facilities,” all items 
which cannot be apportioned to passenger transportation, reduced to a mileage 
basis, except in the most arbitrary and uncertain manner. The same is true 
in respect of the “station expense” and of “overhead.” 

However startling may be the proposal of a postalized coach rate of $1 which 
would enable one to travel between New York and Chicago at that rate, let 
me call to your attention that in the early days of the ICC one or more of the 
trunklines were carrying immigrants from New York to Chicago for $1 each. 
See 1888 ICC rept. 22. That rate was ordered discontinued, not because it was 
eonsidered unrenunerative, but solely because it was considered unjust and 
discriminatory against other classes of travelers. 


maine L. Boag: Manual of Railway Statistics, 1912, the Railway Gazette, London, 
ngland. 
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Following MacGraham’s formula of employing the distance of 920 miles 
between New York and Chicago, as a yardstick, employing 84 seats to the modern 
coach as its potential revenue capacity, invoking your estimate of the car-mile 
cost of operation, but excluding therefrom “overhead,” “maintenance of way,” 
and “station expense,’ I determine that the car-mile out-of-pocket cost of 
moving a 20 passenger-car train per train-mile is 274 cents, or 14 cents per car- 
mile in round figures. 


Distance X number of cars X out-of-pocket car-mile cost=haul cost 
Seats per car X number of cars in train X distance=seat-miles 
Haul cost-+-seat miles=cost per passenger-seat mile 


Applying this formula to a train of 20 passenger coaches, each having 84 seats, 
moving between New York and Chicago, we obtain, by the use of the 14-cent 
out-vf-pocket car-mile cost, the following passenger-seat-mile result: 


920 X 20 X 14 cents= 257,600 cents ($2,576) out-of-pocket haul cost 
84x 20 X 920=1,545,600 passenger-seat-miles 
257,600 cents--1,545,600=—0.00166 cents per passenger-seat-mile 
$20 miles X .00166 cents=$1,527 per seat-mile to Chicago 


The application of the $1 postalized fare in coaches, which would stop at all 
points between New York and Chicago, will result in such a gigantic turnover and 
replacement of discharged passengers between these termini, as to yield to the 
earrier a gross operating revenue from passengers, in addition to that received 
from milk, mail, express, and baggage sufficient to meet the unapportioned and 
unapportionable items of expense, produce a surplus for additional and new 
equipment, and yield a return to the equity holders. 

I need not tell you that a unit rate no matter how high, even if it were $1 
per mile, would not be compensatory; that profits in the railroad business are 
made by low rates and volume, the greater the net return. 

It is recognized by my plan and by the proposed schedule of postalized fares 
that the turnover and replacements in passenger service, other than in coaches, 
cannot approach the coach traffic replacement, and for this reason, as stated 
above, as well as the superior and selective accommodations offered by the other 
classes, are the rates of fare per journey, made higher, regardless, however, of 
the distance traveled within the scope of any one railroad system, except in 
the western district. 

The proposed schedule of postalized fares would enable one to travel from 
New York to the Pacific coast at any of the following postalized fares, where 
the services are available: 








From 
Class of service To Chicago Chicago 
west ! 
I os ciated im itidhndn nb Gibs« siege nniebed nlnndnhihbehteehenies bby iene $1 
eek a. sa anp ea -aiee oan k47 ek = tie bea aeie eee 3 29 
NT Ura 8 S6 fore few 6 ht 258 ce Leda ndash se cmnes es eae Coan 5 215 
Express reserved train. .......-. jhectannacchin dp tpiide a qlMp eid debilanthe ie 10 230 


NE Ms. cnsete dined. wthatranidinge atest bon tte <mereane tuaemeneniiae Za 15 245 


1 Rates from Chicago west to coast arc multiplied because of the multiple systems operating between 


those points. 
2? Charges for seat, berth, preferential accommodations, meals, and other accessorial service in addition 


to fare, 


Your own brilliant analysis of the fundamental trouble with the railroads, 
your own definite conclusions, that the carrier must adjust service to meet a 
price ceiling, officially reported by you as coordinator of transportation, must 
convince you that the foregoing schedule of postalized rates will definitely and 
immediately take the railroads out of the red, put them on a profitmaking 
basis, and get the wheels of industry started to the benefit of the country as a 
whole. 

Aside from the mere rate, the proposed differential to be paid by the Govern- 
ment corporation, the details of which are set out in my pamphlet containing the 
plan, completely assures the carrier that it will receive for each passenger carried 
the same amount of fare it would have received under the rates prevailing at 
the time of the adoption of the experimental basis. The postalized rate will 
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attract the traffic in volumes, that the present schedule of rates serves only to 
repel. 

When an industry as vital to the national welfare as the railroad industry 
sustains, as the result of an ill-fated rate policy, a loss of more than 5 billion 
passengers and passenger revenue or almost $4% billion in 12 years, the time 
has come for the Congress to save the railroads from their own folly, their own 
shortsightedness, and their obsolete practice of making rates by the rule of the 
thumb. 

I propose that a Government corporation, capitalized at $500 million, to be 
supplied by the Government, either from the Treasury or from the Reconstruction 
Finance Corporation, be organized to pay the fare differential; with a provision 
for the cessation of the differential payment when each carrier will have attained 
a passenger revenue equal to the average earned by it during a selected 10-year 
period ; that after such annual average will have been attained, excess passenger 
revenue, over and above a certain allowance per car-mile, be divided between 
the carrier and the Government corporation to the extent that the corporation has 
made payment of the differential. I do not wish to burden you here with the 
details of the corporation’s mechanics, all of which are already known to you. 
I am convinced that the traffic would be so large, the passenger revenues so great, 
the annual average so quickly realized, and the return to the Government corpo- 
ration so rapid and complete, that little beyond administrative costs would be 
ultimately sustained. But, suppose, that the experiment should cost the Govern- 
ment $500 million. What of it? There can be no doubt, I am sure, that the 
experiment would revive and revitalize the railroads and with them every 
industry directly and remotely dependent upon or related to them; that capital 
would be the gainer, labor the beneficiary, and Government relieved. Certainly, 
$500 million thus spent, if spent at all, would be cheaper and yield greater social 
returns, not to mention the economic benefits, than the spending of billions of 
dollars for the maintenance of armies of citizens on public relief or on private 
charity rolls. This may be said with confidence, that the expenditure of the 
$500 million to pay the differential would be spent in a constructive policy, every 
penny of it paid as differential would represent some benefit which had accrued 
to someone who traveled and in traveling had expended some of his own money 
and thereby made some contribution to economic activity. In this sense, at least, 
it differs, generically, from other proposed subsidies in that it contemplates an 
economy of abundance, an economy in which the production of wealth is encour- 
aged and its distribution made easier, simpler, and cheaper. Nobody can suffer, 
but everyone can gain. 

With assurances of my esteem and kind personal regards, I remain, 

Sincerely yours, 
JoHN A, HASTINGS. 


In 1950, on May 18, I appeared before the Subcommittee on Domestic Land 
and Water Transportation of the Senate Committee on Interstate and Foreign 
Commerce. Senator Myers presided. I will not review that record at length, 
for it is readily and easily available. But for the sake of completeness of this 
record and in the interest of continuity, let me say that I briefly reviewed the 
origins and evolution of transportation as an art, surveyed and pinpointed its 
importance to advancing civilization, analyzed the records of the Interstate 
Commerce Commssion, summarized some of the salient findings of the pas- 
senger-traffic report prepared in 1936 by the Federal Coordinator of Transpor- 
tation, discussed some basic transportation economic principles which are now 
slowly penetrating the minds of the railroad operators, and offered a plan 
which I described as follows: 

“The immediate solution to the current dilemma of the railroads, so far as 
their passenger traffic is concerned, is the postalization of the passenger fare. 
Postalization means the subordination of distance as the principal factor in 
fixing and determining the rate. Its genesis is that distance is not, and never 
could be, a calculable factor in the scientific fixation of prices for mass trans- 
portation services and should be abolished. 

“Postalization is a sound economic doctrine. It should never be lost sight 
of that a transit property can only gainfully be used for the sole purpose for 
which it was established—for transportation. It cannot be moved from its 
original location or be economically converted to some other use. It cannot 
still its wheels nor abandon its service without catastrophic results to its credi- 
tors and stockholders, and without equally disastrous effects upon a community. 

“Tt should be noted that it costs no more to move a train over a greater or 
lesser distance full, or empty, or partially filled. Once a passenger train embarks 
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in motion, destined for a given point, it is more profitable to have its cars filled 
with passengers at the postalized rate than to have it employed to a fraction 
of its capacity.” 

The Congressional Record of May 9, 1938 (vol. 88, pt. 6, pp. 6473-6474), re- 
ported the following of Senator Royal Copeland, of New York: 

“Mr. CopELAND. Mr. President, I present for submission to the Interstate 
Commerce Commission a resolution which relates to the plan to postalize pas- 
senger transportation. This plan was sponsored for some years by a group 
headed by John A. Hastings, of New York, and has received wide attention 
and considerable support in financial, agricultural, and industrial centers 
throughout the country. 

“The postalized plan provides for uniformity of passenger rail rates beyond 
suburban areas, regardless of the length of travel, within each of nine areas to 
be established by the Interstate Commerce Commission. It sets up a proposal 
for Government cooperation during an experimental period of 3 years. Mem- 
bers of both Houses have expressed interest. In presenting this resolution I 
ask that there be printed with it, in the body of the Record, letters from Inter- 
state Commerce Commissioners Eastman and Porter addressed to me, in which 
they set forth the wisdom of studying the plan.” 

The accompanying letters from Commissioners Eastman and Porter were 
published. The Porter letter, dated May 4, 1938, stated: “I have given some 
consideration to the (Hastings) proposal and feel assured that it is worthy of 
serious study and earnest consideration.” 

Commissioner Eastman wrote under date of May 6, 1938, that: “It is cer- 
tainly a novel plan, and perhaps ‘revolutionary’ would be the better word; and 
it is not easy to determine what would be the results, although it seems clear 
that they would be far reaching in various directions. I do feel, however, that 
a thorough investigation of its practicability and desirability would serve a use- 
ful purpose.” 

The railroad influence in and about the Commission 20 years ago stifled any 
move by the Commission to study the proposal. They were “agin it.” 

The current Interstate Commerce Commission is apparently oblivious of what 
earlier Commissions had found, learned, and determined. 

In its 47th annual report covering the period from November 1, 1932, to Oc- 
tober 31, 1933, the Interstate Commerce Commission at that time reported to 
the Congress of the United States that 3 first-class railroads had experi- 
mented with lower passenger fares, and “the results that have come to our at- 
tention apparently indicate a substantial increase in both the number of pas- 
sengers carried and in the gross revenue therefrom.” 

And further: 

“In the application (of these 3 carriers) to the Commission for a 6 months’ 
extension of this experiment (in reduced fares) it was definitely stated that the 
reduction had apparently accomplished one purpose—the stoppage of the con- 
tinuous decline in passenger revenue that had been going on * * *.” 

These excerpts will be found on page 31 of the report cited. 

Two years later, in the 49th annual report for the year 1935, the Interstate 
Commerce Commission, on page 35, reported to the Congress that: “The con- 
stant decline referred to in passengers and revenues seems to have struck its 
lowest level, but while eastern carriers are just about holding their own in that 
respect, the southern and western carriers under their experimental reduced 
fares have shown steady and encouraging increases in both passengers carried 
and revenue received.” 

In the following year, 1936, the Interstate Commerce Commission, in its re- 
port to the Congress, noted on page 13, that: “The traffic and revenue results 
from the reduced fares thus far have been gratifying. During the first 3 months, 
June to August, inclusive, under the reduced fares in the eastern district, the 
percentage increase over the same period of 1935 has been 31.8 in number of 
passengers carried, 16.2 in gross passenger revenue, and 37.6 in passenger-miles.” 

As far back as 1928, the Interstate Commerce Commission recognized the 
growing importance of low fares for long-haul passenger transportation. In its 
report No. 18300, dated April 10, 1928, rendered in the matter of motorbus and 
motortruck operation (140 I. C. C. 685, 701), it found that: “Convenience and 
service are the determining factor in short-haul bus travel, while the lower fare 
is the strong appeal in the long-distance travel.” 

That there is a very definite correlation between rates and the consequent 
expansion and contraction of traffic is palpably evident from experience. 
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The Association of American Railroads, too, has acted and functioned like the 
proverbial ostrich which had its head in the sand. William T. Faricy, chairman 
of its board, speaking before a meeting of the National Association of Shippers 
advisory board and the Traffic Club, in Chicago, on October 10 last, stated rather 
pompously that: “The triple keys to the future of railroads as a business are 
earnings, investment, improvement.” 

And he noted that this sage advice was uttered by him 10 years earlier. But, 
the association under his leadership did nothing to relieve the situation. The 
railroads were led into programs of reducing service, abandoning lines, painting 
old cars new, and increasing fares and rates whenever the traveling public 
resented and resisted the service rendered and the rates and fares charged. 
Never a thought of reducing fares as a means of arresting the constant loss of 
traffic and revenue. 

The great airlines of America have studiously avoided the stupidities of the 
railroads. Witness the action of American Airlines last winter asking the Civil 
Aeronautics Board to dismiss an airfreight-rate increase proposed by the Flying 
Tiger Line on the ground that such increase would be “adverse to the future 
growth of the airfreight industry.” 

The Youngstown Transit Co., within the last year, had a most impressive result 
from cutting its fare. The company, whose passenger volume shrank to 40 
percent during the first 6 months of 1956, slashed the price of its weekly com- 
mutation ticket from $2.75 to $2 on December 15, 1956. At the time of this 
reduction, the company’s president, Robert Huxley, was reported to have said 
that he would be called either “a genius or a monkey,” depending on the outcome. 
Prior to the rate reduction, commutation ticket sales averaged 2,300 weekly. 
In the first week after the 1957 Christmas holidays, sales rose to 4,900 and 
climbed to 5,260 in the week ended January 19, 1958. 

Let’s not be deluded by the theories about fare or ratemaking. In the first 
place, there are no principles, save one, and that is that the only effective rate 
is the one that results in a profit. 

The Railway Gazette, long the official periodical of the railroad industry in 
all its phases, carried an interesting letter on page 251 in its issue of September 2, 
1871—87 yearsago. The letter was written and signed by James C. Converse and 
Charles Frederick Adams, Jr., both members of the Board of Railroad Com- 
missioners of Massachusetts. The paragraph of interest reads in part as follows: 

“A reduction of railroad charges within certain limits does not necessarily 
involve any loss of net profits to the corporations making it. The increase of 
business and consequent multiplication of reduced profits more than compensates 
for the smaller return from each transaction. So far as Massachusetts is con- 
cerned, every experiment by the railroad corporations of the State during the 
last few years in the direction of decreased charges has entirely confirmed this 
proposition. In no case has any recent reduction led to any material loss in net 
profits, and in several cases such experiments have been followed by a decided 
increase.” 

Back in 1917, Henry Hull, writing in the Michigan Law Review on “Reasonable 
Rates,” observed—pages 478, 486 of 15th Michigan Law Review—that: “It may 
appear that the Commission thrusts its head into the darkness, and a reasonable 
rate is plucked back like a rabbit from a conjuror’s hat.” 

The first Interstate Commerce Commission in its first report, dated December 
1, 1887, addressed to Secretary of Interior Lucius Q. C. Lamar, recognized, on 
page 36: 

“The question of the reasonableness of rates involves so many circumstances 
and conditions which may at first blush seem foreign, that it is quite impossible 
to deal with it on purely mathematical principles, or on any principles whatever, 
without a consciousness that no conclusion which may be reached can by dem- 
onstration be shown to be absolutely correct.” 

Gentlemen, I could continue ad infinitum with the citation of authorities. 

Specifically, I submit to your consideration a few recommendations: 

1. Abolish the Interstate Commerce Commission. 

2. Abolish the Civil Aeronautics Board. 

3. Establish a Federal Department of Transportation with Cabinet status to 
embrace all forms of interstate transportation. 

4. Abolish the Federal tax on transportation, since the purpose for which it 
was enacted no longer exists—that was to discourage civilian use of the railroads 
at a time when their capacities were taxed by the necessities of war. 

5. Study the application of the postalized passenger-rate plan as a means of 
resuscitating the passenger traffic. 
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6. Encourage the establishment of interstate transportation authorities to 
bring about, for the economy and security of the Nation, modern, fast, and cheap 
transportation facilities between such areas as Washington and Baltimore, New 
York and New Jersey and Connecticut, and other similar areas. 

The railroads must be made to realize the futility of deploring the diversion 
of rail traffic to cheaper transports, and resorting to further increases which 
merely accelerate the deflection of more passengers from their lines. 

This is the time for this committee to get the mass passenger carriers back on 
the rails. The job can be done by men. It has not been done by puppets. 


Senator Smatuers. We are going to put in one statement from the 
public utility commissioner of Oregon, a telegram received from him 
and a letter that we received from the general solicitor of the National 
Association of Railroad and Utilities Commissioners, as well as a 
statement by Mr. W. L. Walsh, executive secretary of the Alabama 
Poultry Industry Association about which Senator Lister Hill has 
contacted the committee. 


NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS, 
Washington, D. C., March 31, 1958. 
Mr. FRANK Barron, 
Counsel, Subcommittee on Surface Transportation, 
Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 


Dear Mr. Barron : This is to advise you that Hon. Walter R. McDonald, of the 
Georgia Public Service Commission, is unable to be present to testify at the 
windup hearings of the Subcommittee on Surface Transportation being held this 
week on the subject of the deteriorating railroad situation. 

Copies of a prepared statement, which Mr. McDonald pianned to submit when 
he test.fied, were furnished you on March 20, and since this statement is not 
being put in the record it is requested thit those copies be destroyed. 

Thanking your for your cooperation, I remain 

Sincerely yours, 
AUSTIN L. Rosenrts, Jr., General Solicitor. 


(Western Union telegram] 


Senator Grorce A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, 
Senate Office Building, Washington, D.C.: 
Illness prevents my appearance before your committee but copies of statement 
are being airmailed to you today. 
Howarp MorGAan, 
Public Utility Commissioner of Oregon. 


STATE OF OREGON, 
Pustic UTiILiry COMMISSIONER, 
Salem, Murch 26, 1958. 


Senator Grorce A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR SMATHERS: I regret very much that illness prevents my appear- 
ance before your committee this week. There are enclosed, however, 20 copies 
of the statement which I had planned to present at the hearing. 

Iappreciate your acceptance of the testimony in this manner. 

Very truly yours, 
Howarp MorGan, Commissioner. 


STATEMENT OF Howarp Morcan, PusLic UTILiry COMMISSIONER OF THE STATE OF 
O2EGON 


My name is Howard Morgan. My address is 200 Public Service Building, 
Salem, Oreg. I am the public utility commissioner of the State of Oregon. My 
education and experience in the field of transport regulation extends over a period 
of approximately 20 years. I hold a degree in and am the author of a thesis 
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concerning that specific field of transport regulation. I have served as a staff 
member of the Board of Investigation and Research under the Transportation 
Act of 1940 which, on behalf of the Congress, studied many of the matters now 
before this committee, and during the early months of World War II, I was 
privileged to serve on the staff of the late Joseph B. Eastman who was Chairman 
of the Interstate Commerce Commission and Chief of the Office of Defense 
Transportation. I have also been a member of the Oregon Legislature and have 
served in the capacity of transport consultant to the Oregon State Grange. 

Let us be clear at the outset that, although my statement will contain some 
eriticism of the proposals made before you in recent weeks by spokesmen for the 
railroad industry, my comments will not be motivated by unfriendliness to the rail 
carriers or any lack of appreciation of the crucial role they play in our national 
economy. The importance of the railroad industry to the peacetime economy 
as well as to the defense of our Nation cannot be exaggerated, and the continued 
healthful and prosperous operation of these carriers is a matter of no less con- 
cern to me than to the members of this committee. 

The occasion for this hearing has, of course, been furnished by the coordinate 
series of statements issued by the leaders of the railroad industry of the Nation 
under the general heading of ‘‘The Deteriorating Railroad Situation.” I have 
carefully examined the statement on this topic made by Mr. Daniel P. Loomis, 
president of the Association of American Railroads, as well as the statements 
filed with this committee by the presidents of the various railroads which operate 
in the Pacific Northwest region. In addition to the several solutions to the 
problem offered by those gentlemen, I have read the proposals made available 
to the Congress by various editors, including the editor of Life magazine who 

‘under the modest title “How to Save the Railroads” has provided this committee 
with a formula which I am sure is as welcome to the railroad industry as it is 
frightening to most of the other industries in the country. 

It will be my purpose to criticize some of the proposals and testimony which 
you have already heard, not from the point of view of any particular industry, 
but from the point of view of the broad public interest. I am aware that some of 
my remarks have already been made by others, and I shall therefore try to 
be very brief. 

As every scholar in the field of transportation economics and regulation will 
recognize, and as at Jeast one witness has already stated before this committee, 
the lurid description of the “deteriorating railroad situation’ which you have 
heard has a very familiar sound. Predictions of disaster have come easily to 
the lips of railroad presidents at all times during the past hundred years except 
during major wars when the railroads have been physically unable to accommodate 
any additional traffic. It is even a fact that predictions of disaster have been 
uttered by railroad spokesmen in the midst of every economic boom experienced 
by this country during the past hundred years. And let it be noted that until 
the comparatively recent past this statement was and is true of a very long 
period in which the railroads had no sizable competitor for the task of carrying 
the Nation’s commerce. 

This is not to say that we are justified in ignoring the statements made before 
this committee, many of which are factual, merely because the railroad industry 
has cried wolf so often. It is true that there is distress in certain individual 
rail situations, that there is widespread distress among railroads generally in 
certain geographic areas, and it is also true that certain of the proposals made 
by the railroad executives before this committee for the remedy of that distress 
are proposals with which a fair-minded student of transport regulation can and 
should agree in the public interest. 

But I should like to sound a note of caution and warning to this committee 
that certain other proposals made by the railroads are drastic, reckless, and 
dangerous to the general welfare. It is toward these proposals that I wish to 
direct the main body of my testimony, reserving a more brief comment for those 
items with which I am able to agree and concerning which you have already 
heard considerab‘e corroborative testimony. 

The history of transport regulation in this country extends back over almost 
exactly 100 years to the establishment of the first State regulatory commission, 
and at the Federal or congressional level the period of development is about 75 
years. The regulatory experience which has been gained during those years has 
been achieved at great cost and has absorbed the efforts of some of the finest 
and most devoted men this country has produced. This experience has played 
a valuable role in developing our present stable, well-balanced and efficient 
transport system. It may be granted that the present circumstances are somewhat 
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different from those in which our past experience has been gained, and yet it 
is still true that much of this experience is valid and valuable in our present 
circumstances. I am firmly of the belief that the proposals which you have heard 
from the railroad executives constitute an invitation to the Congress of the 
United States to throw the baby out with the bath water. 

Specifically, the most dangerous of the railroad proposals hinges upon the 
suggested revision—or more properly the outright repeal—of the national trans- 
portation policy. The present national transportation policy, originally spon- 
sored and supported for many years by the railroad industry, provides that 
the Federal Government shall foster, protect, and maintain the inherent advan- 
tages of each form of transportation. The adoption of this policy by Congress 
is the result of the evolution, during many years of experience, of a philosophy 
which mingles the constructive benefits of controlled competition with the con- 
structive benefits of moderate regulation. Congress recognized many years 
ago that the alternative to controlled and healthful competition must of necessity 
be regulation so rigid and complete that for all practical purposes it would not 
be distinguishable from Government ownership and operation of our transport 
system. Congress has been proceeding, therefore, on a basis with which I, as a 
student and practitioner of transport regulation most heartily agree, namely, 
that an ounce of healthy and constructive competition is worth at least a hundred 
pounds of regulation. 

It is this formula, which mingles the best aspects of competition and regula- 
tion, that the railroads are now asking Congress to abandon. It is my opinion 
that if Congress does abandon the formula expressed in the present national 
transportation policy it will have taken a giant stride toward eventual Govern- 
ment ownership and operation of our transport system. 

The railroads argue to the contrary, holding that because the original regula- 
tory acts were enacted during a time when there was a very real threat of 
railroad monopoly in the field of transport, and because there are now other 
forms of transportation in widespread use, that it is now proper and safe to 
repeal the laws which have fostered and protected the various forms of trans- 
portation in their steady competitive development. 

A moment’s consideration should convince any thoughtful person that this 
is precisely like suggesting that because the hometown fire department has 
confined all fires to minor damage for many years, and because the town has 
never completely burned down during all that time, it is now safe to abandon 
the local fire department. The railroad presidents argue that in some manner 
not specified by them human nature has either been drastically amended or 
repealed outright since the 1870’s and 1880’s and that, if the railroads are now 
accorded the freedom to use their economic power (which our forefathers wisely 
surrounded with safeguards), they would not now do the things which they 
once did. It may have occurred to some of the members of the committee, as 
it most certainly has occurred to me, to ask why the railroads seek the liberty 
of action which they are asking you to provide them if they do not intend to 
make full use of it for their own narrow purposes. 

The fact that they do intend to use that liberty for their own limited purposes 
is clearly apparent in the statements of their executives and in the advertisements 
which they have published before the American people during the course of these 
hearings. The statement of Mr. Loomis, president of the A. A. R., is typical 
both of the various railroad statements made before this committee and re- 
sembles the advertisements which are currently appearing. 

Mr. Loomis begins by painting an excedingly gloomy picture of the financial 
situation of all of the railroads. And may I add at this point that it is hard for 
me to recognize the picture Mr. Loomis paints because in my section of the 
United States we have some extremely strong, efficient, and prosperous railroads. 
Mr. Loomis goes on to describe the perilous postion of all railroads with a state- 
ment in which he discusses the railroads’ declining share of the nation’s tonnage 
in such a way as to create the impression that the tonnage carried by the rail- 
roads is decreasing. This, of course, is simply not true. Then he dwells on the 
need of the railroads to make what he calls competitive rates to retrieve traffic 
which has been diverted to other forms of transportation. Now, if Mr. Loomis 
wants the members of the committee to believe that the railroads can make, or 
intend to make, more net profits by hauling tonnage at lower rates on a perman- 
ent basis, he is asking them to believe something that as businessmen and practical 
men of affairs they will find it difficult to believe. Is he also asking them to 
believe that the action of the railroads of the United States in increasing their 
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rates approximately 125 percent during the last 10 years has been the wrong 
approach to their revenue problems? 

What Mr. Loomis is proposing is that the Congress should repeal the obligation 
of the Interstate Commerce Commission to protect other forms of transporta- 
tion from cutthroat competition so that orderly competition may be maintained, 
More explicitly he is proposing that Congress repeal the laws authorizing the 
Interstate Commerce Commission to control minimum as well as maximum 
rates. 

Now the control of minimum rates is a subject not too clearly understood by 
the layman. But men whose obligation it is to protect the public learned long 
ago that there is hardly a more important aspect of transport regulation than the 
control of minimum rates. The power to control minimum as well as maximum 
rates was among the first additional powers requested of the Congress by the 
Interstate Commerce Commission immediately after its establishment in 1887, 
The Commissioners discovered as soon as they began the task of building a stable 
and adequate transportation system that drastic rate reductions for the explicit 
purpose of destroying competition is one of the most potent weapons leading 
toward the establishment of outright monopoly. 

A number of years went by before Congress recognized the wisdom of provid- 
ing the Commission with such power. It is well to bear in mind that it was 
the railroad industry itself which begged the Congress to place this power in 
the hands of the Interstate Commerce Commission in order to restrain reckless 
and damaging cutthroat rate wars among the railroads themselves. This is a 
lesson in the history of transport regulation which the railroads in their current 
zeal to suppress modern competition from other forms of transportation, seem 
to have forgotten. 

The railroads, of course, in all their statements including that of Mr. Loomis, 
claim that the purpose of their proposals is not to destroy competition and that 
they could not do so even if they wanted to establish a monopoly through their 
proposals. 

And yet in all of the advertisements and in all of the statements, indeed in 
Mr. Loomis’ own statement, the proposal to allow unrestricted cutthroat com- 
petitive rates is immediately followed by the proposal that Congress should allow 
the railroads to “diversify” their operation in the field of transportation. There 
are other phrases which are in current use. One of the advertisements suggests 
that the railroads should become “general practitioners in the field of trans- 
portation.” Lest the purpose of these suggestions be lost upon the public, the 
railroads spell out their intentions in specific language. They wish the un- 
restricted privilege of using their economic power (which in spite of their state- 
ments is enormous) first to weaken their competitors in the fields of motor 
freight, buses, inland and coastal waterways, and airlines by means of drastic 
rate slashing and, having done so, to move into ownership of those competing 
forms of transportation by purchase (either voluntary or otherwise) or by 
merger. 

Up to this the railroad executives have provided us with millions of words, 
both written and spoken, and some of those words are candid in the extreme. 
But beyond this point the railroad men do not go. We are left to speculate upon 
what will happen after the railroads have become the predominant and pre- 
vailing economic force in the field of transportation. Practical men will have 
questions to ask at this point and the reticence of the hitherto talkative railroad 
men does not serve as an adequate excuse for failure to insist upon answers. 

What will happen to the rate structure when the railroad industry has suc- 
ceeded in moving into the position for which it is asking? Are we to believe that 
these men will be content, once their competition has been eliminated or made 
subject to their control, to keep the rates at the low level which produced those 
results? If that seems like asking too much of our credibility, then are we to 
assume that the Interstate Commerce Commission is prepared to take on the 
monumental task of policing thousands upon thousands of maximum rates which 
were formerly controlled almost entirely by the force of competition? What 
assurances are there that in the type of transportation system envisioned by the 
railroad executives the railroads will not operate their highway, waterway, and 
airway subsidiaries in such a way as to throttle and stifle those subsidiaries? 
What could be more tempting in such a situation than the deliberate diversion 
of freight from those forms of transportation for the purpose of forcing it back 
to the railroads, regardless of relative efficiency or the absence thereof? 

What other interpretation, indeed, can be placed upon Mr. Loomis’ comment 
that diversification “would make it possible to do away with much unnecessary 
duplication of facilities’? 
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It has been stated by numerous spokesmen for the railroad industry that the 
only alternative to their proposals is Federal ownership and operation of the rail- 
roads. I am well aware that Federal ownership and operation has never 
enjoyed popular support in the United States. 

It may therefore be considered as a measure of the concern with which I view 
the railroad proposals in this situation when I say that I believe this committee 
should examine very carefully the proposition that Federal ownership and con- 
trol of the railroads is actually preferable to a situation in which the risks out- 
lined above would be omnipresent on a permanent basis. This does not mean 
that I am advocating Federal ownership and control of the railroads. It does 
mean, however, that there are some proposals which I would view with deeper 
distrust than Federal ownership and control of the railroads. It is my judg- 
ment that the railroad spokesmen who have appeared before this committee 
have made such proposals to you. 

There are several other aspects of the proposals made before this committee 
by the railroads which are deserving of comment and criticism, most particularly 
the general allegations made by the railroad spokesmen concerning subsidies in 
certain competing forms of transportation and the alleged need for more “user 
charges.” It is assumed that the spokesmen for those industries have testified 
concerning those matters. 

I have deliberately confined my criticism to what I consider to be both the core 
of the railroad proposals and the most dangerous portion of those proposals so 
far as the public interest is concerned. Having made these criticisms I now 
wish to state that I agree with the rail spokesmen that there is a fairly serious 
situation in at least some portions of the railroad industry and that some actions 
by the Congress are necessary to remedy that situation. 

First, I should like to concur most heartily in everything Mr. Loomis and the 
other railroad spokesmen have said concerning the necessity for repeal of the 
excise taxes on all surface transportation fares and charges. There can be no 
question that these wartime emergency excise taxes are now operating as a 
serious drag upon the free exchange of goods within our entire economy and, 
as Mr. Loomis and other spokesmen for regulated carriers have pointed out, 
they also serve as a serious disadvantage to the regulated commercial carriers 
of all types in the competition which has now become serious between those 
commercial carriers and the unregulated “private” carriers which are not 
subject to the excise taxes. 

Every element of this complex situation constitutes a most urgent and cogent 
argument for the prompt repeal of the excise taxes affecting all forms of surface 
transportation. 

Likewise, it is not only possible but desirable for this committee to agree 
almost entirely with the statements made by Mr. Loomis with respect to the 
need for redefining private carriage in such a way as to eliminate the various 
subterfuges which have allowed an enormous growth in the competition by 
various unregulated carriers with the regulated common carrier industry upon 
which the public must depend. Most of this unregulated carriage is in the field 
of motor freight and the general outline of the evils existing in that field has 
been known for a considerable number of years. But with the tremendous 
increase in freight rates since the end of World War II these evils have under- 
gone an almost explosive growth. 

During the past few years the use of the so-called buy-and-sell subterfuge 
and the operations of so-called truck-leasing brokerages have reached a sufficient 
size that they now constitute a serious threat to the stability and solvency of 
the entire common carrier field. I am persuaded that if these abuses are 
allowed to grow during the next 5 years at the same rate they have grown in 
the last 5 years we shall see a seriously endangered transport system in both 
the railroad and motor freight branches. 

Another aspect of this same problem exists in the agricultural exemption from 
regulatory control. I cannot agree entirely with Mr. Loomis’ position on this 
matter for I am still of the opinion that an exemption is necessary for the prime 
producers in agriculture and possibly for cooperatives operated by producers. 

But with that one exception I am in agreement with the remainder of Mr. 
Loomis’ position on this subject. I believe that with this same exception Mr. 
Loomis is in complete agreement with the position taken by Mr. Rutland, 
president of the American Trucking Association, in testimony before this 
committee, 

Another proposal in which there seems to be some small disagreement between 
the position taken by Mr. Loomis and that of Mr. Rutland is in the matter of 
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the suggested repeal of the “free or reduced rates to Government” clause in 
section 22 of the Interstate Commerce Act. I can conceive of no valid reason 
why the United States Government or any State government should be extended 
the benefit of freight rates which do not cover the full cost of rendering the 
service, particularly during periods in which the largest and most important 
carriers are undergoing a measure of distress in meeting their expenses. It 
seems to me that the Congress can provide substantial relief to the rail carriers 
by terminating this custom which has in my opinion outlived its historical 
necessity and propriety. 

The remainder of the railroads’ proposals, which I shall not treat in detail, 
seem to me to be acceptable or at least not seriously objectionable. 

One item, however, which was not included in the railroad suggestions, pos- 
sibly because it was not felt to be properly a matter for action by this committee 
or by the Congress, is the matter of the labor practices within the rail industry 
best described as “make work” rules or “featherbedding.” 'The existence of such 
practices, perennially the subject of loud complaints from railroad management 
on almost all occasions, casts some doubt upon such statements as this one from 
Mr. Loomis’ testimony : 

“Certainly the basic difficulties do not lie within the area where the railroads 
are, under present law, free to exercise self-help.” 
and again: 

“Thus the present difficulties of the railroads may not to any appreciable extent 
be laid at the doorstep of management nor are they the result of anything 
inherently wrong with the rail method of transportation.” 

It is encouraging to observe that such complacency is no longer entirely fash- 
ionable and that the railroad industry is beginning to compare its standards of 
labor productivity and labor costs with those existing in some of the newer modes 
of transport. 

There are now some evidences of a serious program of railroad self-examina- 
tion and self-criticism for the purpose of insuring that its own services are 
rendered upon a basis of equal efficiency. This new approach is reflected, for 
example, in recent editorial policies of a number of the railroad industry publica- 
tions. It is earnestly to be hoped that such complacent statements as those 
quoted above from Mr. Loomis’ testimony will be replaced in the near future by a 
more realistic program of self-appraisal by the railroads, 

I should like to conclude this statement by warning the committee once again 
that whereas there are available remedies which are not only acceptable but 
desirable which the Congress can adopt to assist the railroad industry, there 
are also proposals before you disguised as remedies which, in my opinion, are 
gravely dangerous to the public welfare. In the long run they are equally 
dangerous to the continuance of private enterprise in the railroad field. 

It has long been recognized by experts in the field of transport economics that 
there are distinct differences in the internal cost structures of the different 
methods of transportation. 

It is impossible to go into these matters in a brief statement. Suffice it to say 
that to adopt the railroads’ proposal that all restraint be thrown off and all 
carriers be placed upon a common footing of unlimited competition would mean 
that certain carriers, because of these internal cost differences, would become 
vulnerable to destruction by the larger carriers having greater reserves of cash 
and noncompetitive traffic. 

Thus the stable, adequate, and well-balanced competitive transportation 
system which we now have could be destroyed in a relatively short time by 
unlimited competition. Inevitably our present system would be replaced by a 
system wholly dominated by the most powerful carriers, namely, the railroads. 

It is my firm opinion that if such a situation is permitted by the Congress 
it will produce at once a climate of public opinion which in a very short time 
will result in the Federal ownership and operation of the railroad system. 

It may be considered a paradox that the proposals of hardheaded railroad men 
would or could lead to the appropriation of their property by the public. But 
there is no field of economic activity closer or more vital to the everyday lives 
of the people, as well as to the economic health and military defense of this 
Nation, than that of transportation. 

I am firmly convinced that the people of this Nation will not, and indeed should 
not, surrender control of anything so important to them as the entire transporta- 
tion system of this country to a relatively small group of men at the top of any 
single industry. That would be the effect of the main railroad proposals which 
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have been laid before you, and I repeat again that if those proposals are placed 
in effect it will lead, and in a surprisingly short time, to public ownership. 
Thank you. 


STATEMENT oF W. L. WALSH, EXECUTIVE SECRETARY-TREASURER, ALABAMA POULTRY 
INDUSTRY ASSOCIATION, MONTGOMERY, ALA. 


Iam W. L. Walsh, executive secretary-treasurer of the Alabama Poultry Indus- 
try Association, with headquarters in Montgomery, Ala. Represented in our 
association are hatcherymen, processors, feed dealers, turkey growers, broiler 
and egg producers. 

The Alabama Poultry Industry Association wishes to present a statement con- 
cerning the status of poultry being shipped in interstate commerce while this 
committee is discussing commodities exempt from regulation by the Interstate 
Commerce Commission, and we also at times will make reference to 8. 1689 and 
2553, because they are so intertwined with the subject before you. 

Your Honors know that the farm economy from Virginia to Texas, and Florida 
to Missouri, has changed almost completely within the past 10 years. Ten years 
ago the average farmer in this area depended upon cotton. With the enormous 
increase in cotton acreage in other areas of the world, where labor and other 
conditions are so vastly less expensive, our southern farmer has had almost to 
abandon cotton. This has been a gradual process in which, at first, the cotton 
farmer began supplementing his income with poultry, to the point today where 
the situation in this area is reversed. Today, in a substantial area of several 
States mentioned, poultry is the farmer’s main source of cash income and cotton, 
corn, vegetables, and other farm products are his supplementary source of 
income. 

We will show later, however, this condition has redounded to the benefit not 
only of the farmer who produces the poultry, but to the consumer as well. 

The largest established transportation industry is on record to the effect that 
you must pass one of these two bills for their benefit. We say this is wholly 
incorrect because as a question of mere simple economics, the healthier the gen- 
eral economic well-being of any community, the healthier the railroads will be 
in that community. There is no question but that the growth of the poultry 
industry in the past few years within the area mentioned has benefited materially 
the economy of the area, at least comparatively. Not only has the growth of the 
poultry industry assisted the general economical relative well-being of the 
farmer in the area, but we know that had not this or some other development 
occurred, many of these farmers would have become bankrupt, would have had 
to quit the farm, would have naturally gravitated to the cities and loaded the 
relief rolls accordingly. 

To illustrate the farm importance of this poultry growth, just 10 short years 
ago in Alabama, for example, cotton was so far out in front as the principal 
cash crop that nothing else compared favorably with it. In 1956, poultry was 
second to cotton in Alabama. Although the figures are not yet available, in 
1957, we confidently predict that the poultry income will equal or pass the 
cotton income in this State. 

To prove our point that the relative improvement of the farm income in 
Alabama results in relative economical health of the carriers, figures of the 
Interstate Commerce Commission show that the southeastern territory railroads 
have consistently been in a healthier condition for the past 5 years than the 
railroads in any other area of the United States. 

We now respectfully represent to you the growth of this industry could not 
possibly have been attained under straitjacketed common-carriage transportation. 
This industry is a new growth. The railroads never had this business because 
it never existed. A substantial portion of this industry consists of the broiler 
business. Ninety-five percent of all broilers sold move to the terminal markets as 
fresh, dressed poultry packed in wet ice and is consumed within a very few days. 
This commodity simply is not suitable for common-carrier transportation. 
Early in our experience we attempted to use such, but because of delays at 
transfer points or delays normally experienced by common carriers, the high 
quality of the poultry as it leaves the processor’s plant would deteriorate so much 
it would not be of the same high quality when it reached its billed destination 
Sometimes even being unfit for market. By utilizing the same vehicle to leave 
from the processing plant when we require it, and plan for arrival at terminal 
markets at desired market times, we can transport from Alabama to Chicago, for 
example, in 2 days or less, and from Alabama to California in 4 days. The best 
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railroad service offered to us from Alabama to California is twice as long. Obvi- 
ously, the poultry would spoil halfway on its journey. Additionally, the majority 
of the receivers are not prepared to receive railroad deliveries; therefore must 
have some kind of truck transportation. 

The certificated motor carriers are in little less favorable position to transport 
these products because it is not possible to draw any transportation pattern that 
will fit the business. As a typical illustration, there are approximately a dozen 
processors in the State of Alabama which ship by far the largest percentage of 
their production in interstate commerce. In 1 week, perhaps, as much as 60 to 
75 percent of their entire production will go to the New York area market because 
that market at that particular time will be strong because of short supply. The 
next week the same thing may happen in Los Angeles, while the New York area 
market may require less than 5 percent. That is merely typical as the next 
week Miami and New Orleans may draw the most of the tonnage, thence the fol- 
lowing week perhaps Chicago and Detroit. We are being illustrative, but these 
instances occur regularly. 

It is quite obvious no certificated carrier or group of certificated carriers could 
possibly maintain necessary equipment and specially trained personnel to trans- 
port this tonnage. If any one carrier or group of carriers should attempt to do 
80, it is quite obvious the enormous investment in standby equipment and per- 
sonnel would be prohibitive in cost. It is seldom that a particular major market 
will be strong for 2 consecutive weeks. 

So far as we know, this special type of equipment is not suitable for normal 
common-carrier traffic. 

We would be in no better position under S. 2553 straitjacketed as to certificated 
commodities and areas or routes than are the presently certificated carriers which 
serve us. This is a new industry. We operate under an entirely different con- 
cept from any agricultural industry that has ever been in existence. The fact 
of the matter is, the concepts under which we operate have begun to revolutionize 
agriculture in general. 

Due to the relatively new development of this industry, doubtless the public 
at large is not aware of the peculiar problems which we have had to face. Like- 
wise, it may be you gentlemen have not had occasion to have this called to your 
attention. Either or both of these bills certainly would retard the continuation 
of this industry. 

There is one unique feature of this industry which we submit is of vast im- 
portance to the entire agriculture economy. By reason of the fact that the trans- 
porters we utilize can bring back to our area feed ingredients—seed, eggs, and 
other farm products which are produced more economically in other areas— 
automatically it reflects a more economic consuming market for all of us. This 
is further illustrated by the same vehicles we use being able to perform a most 
flexible and satisfactory transportation for fruit from Florida, Texas, Arizona, 
and California on return hauls. Moreover, the poultry industry is also develop- 
ing in other States; for example, in northern Florida. So those producers like- 
wise have available this same flexible transportation as back hauls for the vehicles 
which we use outbound. 

It is quite obvious none of this type of transportation could be furnished by 
certificated carriers, whether those already in existence or whether the present 
transporters were so restricted. 

It is reported by the Department of Agriculture that the production of broilers 
alone in the United States for 1957 was 4,149,628,000 pounds. It takes ap- 
proximately 2.7 pounds of feed to produce 1 pound of meat, or 102,050,000,000 
pounds consumed. Of this feed, approximately 75 percent consists of corn and 
soybeans, the majority of which is produced in sections of the country outside of 
the major broiler-producing areas. We feel that any legislation that would 
hamper the effective marketing of broilers would not only be injurious to those 
farmers who produce the broilers themselves, but also to those farmers who are 
engaged in the production of feed ingredients. We would also point out that 
thir industry has never received any form of Government subsidy and wants 
none, In fact, this industry has consistently opposed most vigorously any form 
of Government support. We feel that to a large extent the sound growth and 
expansion of our industry is due to the free-enterprise system under which we 
have been operating. We emphasize that the nonsubsidized poultry industry 
is the largest single consumer of manufactured feed, the basic ingredients of 
which are subsidized by Federal Government, and point out that the nonsubsidized 
poultry industry by its use of large volumes of corn and soybeans is contributing 
materially to reducing the necessity for subsidizing said farm products. 
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Through improved technology in production and processing, and by the use of 
streamlined methods of procurement, distribution, and marketing, it has resulted 
in the broiler growers being guaranteed an annual cash income which no other 
industry has yet achieved; nor has the Government been able to accomplish this 
feat in spite of price supports, with their attendant regulations and restrictions. 

In addition to giving the farmer a guaranteed income, his gross income also 
has been increased; yet at the same time, the price of the broiler in the grocery 
store has been reduced despite consistently increasing prices of other foods. 

It is important to remind Your Honors that one of the major factors in the 
ability of the industry to attain the accomplishments outlined herein has been 
the flexible, unique, necessary, type of transportation which we now have 
available. 

We, therefore, respectfully request that dressed poultry remain exempt from 
restrictive regulations and that at the proper time the Senate reject Senate bills 
Nos. 1689 and 2553. 

We appreciate the opportunity of presenting our views on this subject which is 
so important to the farm economy of this country. 


Senator Smatuers. That concludes our hearings for today, and we 
will stand in recess until tomorrow at 10 o’clock when we will hear 
from representatives of the railroad brotherhoods. 


Thank you very much. 
(Whereupon, at 3: 20 p. m., the hearing was adjourned to reconvene 


at 10 a.m., Wednesday, April 2, 1958.) 
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THURSDAY, APRIL 3, 1958 


Untrep States SENATE, 
ComMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON SURFACE TRANSPORTATION, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10:07 a. m., in 
room 312, Senate Office Building, Senator George A. Smathers pre- 
siding. 

ce Smaruers. The meeting will come to order. 

We have as our witness this morning, as I said last night, our 102d 
witness since the beginning of these hearings. We are delighted to 
have Mr. Gilbert, president of the Brotherhood of Locomotive Fire- 
men and Enginemen. 

We are delighted, I might say for the record, to have Senator 
Schoeppel back. He has been very faithful in coming to these meet- 
ings, but he had to miss them yesterday because of official business, 
which we have already stated. 

Senator Scuorpret. Thank you. 

Senator Smaruers. All right, sir. 

Mr. Gitpert. Mr. Chairman, Senator Lausche asked a question yes- 
terday in connection with an article he had read from the Reader’s 
Digest, and I thought that possibly it would be just as well for me 
to complete the statement, and then if those questions were not an- 
swered, I would be happy to go into those further. 

Senator Lavuscue. I think that is all right. 

Mr. Gipert. If that is all right, I will proceed. 

Senator Smatuers. That will be fine. 

Mr. Giipert. Because I think that they should be answered and I 
want to do that. 


STATEMENT OF H. E. GILBERT, PRESIDENT OF THE BROTHERHOOD 
OF LOCOMOTIVE FIREMEN AND ENGINEMEN 


Mr. Giteert. My name is H. E. Gilbert. I am president of the 
Brotherhood of Locomotive Firemen and Enginemen, a railway labor 
organization of approximately 92,000 locomotive engineers, firemen, 
hostlers, and hostler helpers, with headquarters at Cleveland, Ohio. 
I am a member of the Railway Labor Executives’ Association, com- 
posed of the chief executives of 22 standard railway labor organiza- 
tions. I am 1 of the 4 chief executives selected by the members of 
the Railway Labor Executives’ Association to testify in these pro- 
ceedings on behalf of railroad employees. 
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On the first day of these hearings the chairman of the subcom- 
mittee announced the reasons for calling the hearings. He pointed 
out that President Eisenhower has asked for a strong military post- 
ure and a strong economy, both of which goals he said demanded a 
strong transportation system. He stressed that a strong defense re- 
quires inquiry into the state of preparedness of our national trans- 
portation system, the bedrock of which is the railroad industry, car- 
rying nearly one-half of intercity freight and more than one-third 
of the Nation’s passenger traffic. He said, in effect, that a healthy 
and efficient railroad system equipped to handle our transportation 
needs in times of peace, as well as the expanded needs of possible 
future conflicts, is a vital necessity of a vigorous industrial economy 
and a dependable and effective national defense. 

We are completely in accord with the President’s wishes for a 
strong military position and a strong economy. We will support him 
in every way in the attainment of those objectives. We agree with 
him, and with the chairman, that a strong and adequately equipped 
railroad system designed to meet present and future industrial and 
military needs is the foundation of our transportation system without 
which our Nation cannot survive. 

The experience of two world wars and the Korean action demon- 
strates that the railroads are the foundation, core, and lifeblood of 
our transportation system. General James A. Van Fleet, command- 
ing general in Korea, has said: 

The story of logistical supply during the Korean conflict, both for the enemy 
and for United States forces, is proof once again of the indispensable role of 
railroads in war. Neither the enemy nor ourselves could have carried on with- 
out the tonnage which rails carried to the battleline. 

During World War II railroads in the United States moved 90 percent of 
military freight and 97 percent of all organized military passenger movements. 

We, as employees, want a prosperous and robust railroad transpor- 
tation system not only because it 1s essential to national protection but 
because we realize that our own fortunes are closely related to the 
ey of our employers. 

e appear here for two main reasons. These proceedings, if ill- 
advised, could produce results harmful to the railroads and the coun- 
try. On the other hand, if properly advised, they could produce re- 
sults helpful to the railroads and the country. Side we are here, 
first, to do our part to warn against such proposals heretofore made as 
may lead the Congress unwittingly to harmful conclusions, and sec- 
ond, to do our best to offer constructive suggestions for the future 
improvement of the railroad industry. 

t is common knowledge that the railroads have contributed as 
much as any portion of our physical resources to winning two wars 
and the fight in Korea. It has been universally recognized that the 
employees were responsible for the high quality of railroad service 
during those conflicts. Tributes to individual and collective per- 
formances were given to the employees during and after these con- 
flicts by Presidents of the United States on down. It is not necessary 
that any be repeated here. 

The fortunes of railroad employees are at an extremely low ebb. 
Railroad employment is at its lowest point in what might be called 
modern history of railroading. Because of desire to cut costs, and 
due somewhat to reduced traffic, the carriers have cut their work 
forces to the bone. These furloughed employees must find work in 
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other industries. While there employed, they cannot acquire the ex- 

ience required to make good racinodla employees available for serv- 
ice in the event of suddenly expanded needs following the onset of 
war. 

Our experience in past conflicts has demonstrated the absolute in- 
dispensability of a trained work force on the railroads. As presi- 
dent of one of the operating organizations and with more than 32 
years’ experience on the railroads where I started in the signal de- 

artment and later worked as a boilermaker helper, machinist helper, 

reman, hostler and engineer, I am especially conscious of the abso- 
lute necessity of having skilled employees, not only in the operating 
crafts but in all other departments as well. Skill in railroading can- 
not be obtained overnight. The almost skeletal work force presently 
in service does not augur well for the national defense if war should 
break out suddenly, as we are told it can and might. 

I = say that I was somewhat startled when I heard one of 
the railroad presidents with whom we were meeting just the other 
day say that in event a war broke out, his railroad, which was one 
of the largest in this country, could handle only half of the traffic 
that they were called upon to handle in the last conflict. 

It is essential, in my opinion, that railroad employment be increased 
by restoring prosperity and discouraging layoffs. The country must, 
in some fashion, be assured of an adequate supply of railroad workers 
to meet the needs of its defense. 

The railroads cannot pick just anyone from the streets to run their 
trains. A high order of initial qualification is required, followed 
by study and a wealth of experience. The physical and educational 
qualifications for employment in the capacity of fireman, brakeman, 
and switchman, who are the junior employees hired in the operatin 
field, are high when measured by any standard. An able and depend- 
able fireman, for example, is not made simply by putting him in the 
cab of an engine. He must learn the characteristics of his motive 
_— and learn the physical characteristics of the division on which 

e performs service. Let’s not forget he is working on trains from 
100 to 250 cars in length, and ——. service of as many as 27 or 28 
cars, traveling at high rates of speed. And the number of such trains 
will be multiplied if war comes. 

Locomotive engineers are made when experience as a fireman has 
been coupled with instruction, study and examinations for promotion 
to the position of engineer. I stress the necessity for experience 
because any employees without it present hazards to themselves, their 
associates and to the public. Any mistake or oversight could result 
in their tying up the road, in injury, or in death. 

At this point, let me relate the situation within my organization 
regarding employment. The following are round figures. We have 
15,000 in retired status, 60,000 members working in engine service; 
16,000 members are furloughed, which constitutes about 27 percent 
of the membership that is available for work. In addition, many 
firemen are furloughed who do not maintain membership in any or- 

nization. This condition of unemployment must be eliminated 
he the reasons I have mentioned. 

Just recently we conducted a survey among the lodges of our 
organization to ascertain the periods of seniority that the men had 
who were presently working, and we found that we have certain rail- 
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roads throughout the country with men with more than 35 years of 
seniority who cannot work at all and there are many of the employees 
who were hired just prior to World War II and served in the Armed 
Forces who are being furloughed from the railroad service for the 
first time in their period of employment. 

I am sure—— 

Senator Smaruers. Mr. Gilbert, off the record. 

(Discussion off the record.) 

Senator Smaruers. On the record. 

Mr. Gupert. I am sure that the experience of the Brotherhood of 
Railroad Trainmen is comparable to that experienced by us because 
they, too, are the organization that absorb or undertake to absorb 
the shock in any reduction in force along with the Switchmen’s Union 
of North America in the transportation group. 

One or two witnesses before the subcommittee have labeled rail- 
road labor as one of the main problems besetting the railroad indus- 
try. If this were regarded as a correct label, it would seem that the 
carriers’ leading witness would have made the same contention— 
which he did not. The one or two stood starkly alone. 

The impression was sought to be created that the employees are 
responsible for featherbedding. Everyone in the industry knows the 
term “featherbedding” is one used to prejudice the public against 
workers in the industry. As I said, the impression was sought to be 
created that the railroads are paying out vast sums in wages for 
which they do not get value received, and that this is bankrupting the 
railroads—or at least contributing heavily to it. It is charged that 
(1) the dual basis of pay, (2) refusal of employees on all occasions 
to permit establishment of interdivisional runs, (3) the weaknesses 
of the National Railroad Adjustment Board, (4) State full crew 
laws, (5) failure of the Railway Labor Act to exclude certain officers 
and supervisory personnel from the benefits of collective bargaining, 
and (6) union shop gareements negotiated under an amendment to 
the Railway Labor Act enacted in 1951, all play a part in the alleged 
straits in which the railroads find themselves. The last two charges 
are unworthy of comment. The other four I will discuss shortly, 
but, first, I want to look at the charge of featherbedding—a charge 
lightly made but never substantiated or even seriously pursued. Cer- 
2p it was not backed up in the testimony this subcommittee has 

eard. 

Whether so-called featherbedding exists to a material degree in 
an industry is measured by the productivity of the industry. The 
productivity of the railroad industry is high, and that is why you 
were not given the facts regarding productivity when the charge of 
featherbedding was made against us. The railroad people have said 
nothing about the accomplishments of the railroad industry and of 
the men who have made possible the gains in output per man-hour. 

It is the business of railroads to move freight and passengers from 
one place to another. The number of passengers and tons of freight 


and the number of miles they are moved is the measure of accom- 
plishment of the industry. In order to make measurements, units of 
passenger-miles and ton-miles have been devised. For the purpose 
of reducing these to a single unit, passenger-miles and ton-miles have 
been jointed in what is known as the revenue traffic unit. The num- 
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ber of revenue traffic units per man-hour is the ultimate measure of 
efficiency of railroad performance. 

Our economist-consultant at my request made a study of output per 
man-hour in a number of industries selected by the Department of 
Labor for the years 1939 through 1956, a period for which the requi- 
site figures were available. His report to me shows that in only one 
industry—the manufacture of rayon and other synthetic fibers—has 
there been a greater increase in output per man-hour in that period 
of 17 years than in the railroad industry. 

Last year, at the request of the Joint Economic Committee, the 
Bureau of Labor Statistics published figures on productivity in the 
private nonagricultural sector of our economy. The following is a 
table released by the Bureau of Labor Statistics showing the increase 
in real product per employee hour for the years 1947 through 1956: 


Real product per Real product per 
employee-hour employee-hour 


113. 3 | 1955 
114. 4| 1956 

If the unwarranted assault on railroad labor had any foundation, it 
would be logical to expect the increase in output per man-hour in the 
railroad industry to be far below the increases in real product per man- 
hour of the nonagricultural sector of our economy. But what are the 
comparable figures? They are shown in the following table: 

The table, you will observe, covers a period of 10 years starting in 
1947 and ending in 1956. The two columns on the right of the table 
show the comparison I want to make. The column in the far right 
shows the increase in the output per man-hour in the railroad indust 
measured in revenue traffic units per hour during the 10-year period. 
The center column shows the increase in output per man-hour in the 
entire nonagricultural sector of our economy. 

You will note that both of the columns start with a base of 100. 

In 1947 the real product and the revenue traffic units per hour were 
the same at 100. 


Revenue Revenue 
Real product | traffic units Real product | traffic units 
per hour per hour 


In the 10-year period from 1947 to 1956 the real product of the 
railroad industry, measured as it should be in revenue traffic units 
per hour, increased 43.6 percent, while the real product of the entire 
nonagricultural sector of the economy increased 26.1 percent. 

The output per man-hour in the railroad industry during the 10 
years rose almost 134 times as much as the output per man-hour in 
nonagricultural sectors of the economy. Nobody hurls the charge of 
featherbedding at the entire nonagricultural sector of our economy. 
But the charge is made against railroad employees nearly every time 
the name of labor is mentioned. I challenge anyone to demonstrate 
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the existence of featherbedding on the railroads, statistically or other- 
wise. The figures I have just given, in my opinion, conclusively refute 
the allegation of featherbedding made against us. 

We have at least given you some of the data supporting our side 
of the case. It is high time that those who say we are featherbedding 
come forward with some proof of it or be required to hold their peace, 

The oy eye of making a complaint to the subcommittee that appli- 
cation of the dual basis of pay and failure to agree to establishment 
of interdivisional runs results in the railroads paying out substantial 
sums for which they allegedly do not get value is not clear. It goes 
without saying that correction of faults claimed to exist in the rail- 
road pay structure is scarcely a matter to be dealt with by legislation. 
So, of course, the witnesses did not propose that the committee ought 
to venture into that field. 

The critical comment made to the subcommittee about railroad 
wages cannot be regarded as constructive suggestions so far as the 
activities of this committee are concerned, but we do not believe we 
should permit the adverse criticism of a portion of our pay structure 
to go unchallenged. Let us see how important the dual basis of pay 
actually is in figuring the railroad wage bill. We start out with the 
fact that there about 861,000 employees in railroad service, 75 

ercent of whom are in the nonoperating group to which the dual 
asis of pay has no application whatever. The nonoperating group 
of employees draws about 70 percent of the total annual payroll. 

Senator Smaruers, Let me interrupt there a minute. 

I think I know this, but nonoperating groups are what? They are 
the fellows who actually do not work on the moving railroad? 

Mr. Giuert. The industry is divided into two groups, the non- 
operating group and the transportation group, which is comprised 
of the group that actually handle the trains over the road. 

Senator SmarHers. All right, sir. 

Mr. Greert. The dual basis of pay—this supposedly vicious buga- 
boo of the railroads—actually can be applied to fewer than 10 percent 
of railroad employees; namely, engineers, firemen, conductors, and 
breakmen when, and only when, they are working in road service. 
There are several services in the road category to which compensation 
is paid on the hourly basis in most cases, such as commuter service, 
many of the local freights, helper service, and work train service. 
The additional compensation paid, because the mileage basis is used 
instead of the hourly basis, amounts to something less than 414 per- 
cent of the total payroll of the railroads, and less than 2.3 percent of 
revenues. 

Senator Lauscue. What is the total payroll of the railroads? Do 
you have it in mind? 

Mr. Giuzert. I do not, Senator. I do not have those figures readily 
available. 

Senator Lauscue. All right. 

Mr. Gitzert. It can be seen that the dual basis of pay has a minor 
influence on railroad costs. It is ludicrous to suggest that it con- 
stitutes a really significant contribution to the claimed plight of the 
railroads. 

In the words of witnesses who testified respecting the dual basis of 
pay, it was introduced by railroad management to encourage efficiency 
and to stimulate crews to get trains over the road faster. It is an 
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incentive mileage basis of pay. In freight service, the rule provides 
that 8 hours or less, or 100 miles or less shall entitle the engineer or 
fireman to receive a certain minimum pay. Under the rule, the 
engineman has found that he can earn the minimum pay for 100 miles 
of transportation by getting over the road as fast as he possibly can. 
Fast transportation benefits both him and his employer. The quicker 
the job is done, the faster the railroad earns its money for the trans- 
portation of persons and property. In fact, on most divisions of the 
railroads today, this basis of pay operates to the disadvantage of the 
transportation employees when their time on duty exceeds 8 hours. 

Now that the railroads have proved the advantage of this incentive, 
by experience, they want to take it away. It reminds me of the story 
of a dog eonrTing a bone in his mouth and, on passing a stream and 
seeing his reflection, engaged in combat with what he thought was 
— dog for another bone. As a result of his greed, his bone was 

ost. 

The railroads have maintained this basis of charges for the traffic 
they handled, both passengers and freight, all through the years, and 
I have not heard the first charge against the railroads that they are 
featherbedding because they are using the same basis for their charges 
that they pay these transportation employees. 

Some people have stated that, because of the dual system of pay- 
ment, the road service employees are given almost the entire fruit of 
the industry’s great productivity. The data demostrate the absurdity 
of the statement. In the first place, the increase in miles per man- 
hour has been a very small proportion of the increase in revenue 
traffic units per man-hour. Hence, when an increase in earnings is 
based on an increase in mileage, it reflects only a minor part of the 
increase in output per man-hour and reacts only in that minor degree 
on labor’s share of the increase in productivity. It is impossible, 
therefore, for the mileage pay to result in the allocation of almost the 
entire fruits of the aay at aa greater productivity. As previously 
stated, insofar as the dual system of payment is concerned, the ad- 
ditional compensation paid on the mileage basis in lieu of hourl 
basis amounts to something less than 414 percent of the total payroll 
of the railroads and less than 2.3 percent of revenues. 

Senator Lauscue. Might I at this time ask you whether you know 
what the total revenues are of the railroads? Is it about $12 billion ? 
‘ a Giupert. Well, I think Mr. Leighty stated yesterday about 1014 

illion. 

Senator Lauscue. Is this pretty near correct, that the salary load 
is about $5,300 million ? 

Mr. Giuteert. Something like that, but I think it is near that. 

Senator Lauscueg. So it would be 2.3 percent of about $5 billion ? 

Mr. Gipert. It could be that. 

Senator Lauscue. No, it would be 4.5 percent of about $5 billion, 
and 2.3 percent of the total revenue. 

Mr. Giger. Of the railroad 





Senator Lauscue. And you think that is about $10 billion? I 
_—e someone testified 1t was $12 billion. But we will get the 

gure. 

Mr. Giipert. I believe $1014 billion was the highest figure that has 
been mentioned. 
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Senator Smaruers. We have had several different figures. Mr. 
Leighty’s, as I recollect, was $1014 yesterday, and previously we had 
somebody that testified about $12 billion. So, we have had some con- 
flicting figures. 

Mr. Gipert. Since real product per man-hour has been increased 
44 percent since 1947, 93 percent since 1939, and 116.9 percent since 
1935, it seems strange, in light of the charges made, that after all these 
increases, the dual system of payment has allocated to the employees 
only 4.5 percent of the entire payroll and 2.3 percent of the operating 
revenue. 

Senator Smaruers. Let me ask you a question there. Where does 
the dual factor come in ? 

Mr. Guiteert. Well, that factor comes in as a result of the man- 
ner in which the road-service employees are paid. They are paid 
miles or hours, whichever is the greater. 

Senator Smaruers. In other words, they are actually—they are 
getting paid on an alternative basis; is that a correct expression ?’— 
either one or the other, whichever happens to be the largest, but they 
do not get paid, in fact, on two systems ¢ 

Mr. Gitgert. No; they get one or the other. 

Senator Smaruers. This one or this one, whichever is the largest? 

Mr. Gitgert. Whichever provides the greatest compensation. 

Senator Purrett. With a guaranteed minimum, of course, on the 
hourly basis? 

Mr. Gizpert. Or the mileage basis. 

Senator Purrety. I mean, in any event, there is a minimum below 
which they do not go? 

Mr. Guert. That is correct, sir. 

Senator Smatuers. But this dual system, then, according to what 
you are mying here, amounts to sort of an incentive payment. You 
can get a higher payment if you do something in less hours? 

Mr. Gizert. That is right. It was introduced by the manage- 
ment back in the 1880’s, 1 believe, and I think it has worked out 
quite well for both the managements and the employees under all 
circumstances. 

Senator Smaruers. This has been going on since 1880, you say? 

Mr. Gitzert. In the 1880’s it was introduced by the management 
as an incentive. 

Senator Smaruers. Have they been objecting to this incentive 
since 1880? 

Mr. Gizert. I will get to that in a few seconds here. 

Senator Purrety. Is deadhead time included on that? 

Mr. Gitpert. No; in most instances the deadhead is a separate 
pay, although there are some railroads on which deadheading is 
coupled with service. 

Senator Purrett. Is it a prevalent method? I mean, do more 
railroads include the deadhead in the determination ? 

Mr. Gitpert. No; I would say that there are more roads that sep- 
arate the deadhead pay with the combination of the service than 
there are otherwise. 

Senator Purretu. I see. 

Mr. Gitpert. A witness stated that “notwithstanding efforts to 
alleviate this problem—dual basis of pay—the practice continues.” 
Apparently, the implication of this statement is that the railroads 
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have vigorously tried to do away with the dual basis of pay. Every- 
one knows that, under the Railway Labor Act, the carriers have 
equal rights with the employees in attempting to change collective 
bargaining agreements. Since 1937, the carriers as a whole have 
served many notices on employees to change some of our rules in 
connection with which they. have been successful in several instances: 
It was not until July 1956, however, that the carriers served upon 
the operating employees a proposal to change specifically the basic 
day rule. In the wage settlements of that period, the proposal was 
voluntarily withdrawn by the carriers in the final settlement. 

And, of course, we are reading all of these charges in the various 
publications and the newspaper in connection with this and I have 
a rather strong fixation that collective bargaining in the editorial 
columns and in the newspapers and other publications is not con- 
ducive of very much success. That must be done across the table. 
And it only acts in the measure to incense the employees who read 
these things that are slanted against them and know that they are 
not true, and then the problem of collective bargaining doesn’t be- 
come any easier because of these activities on the part of the people 
who operate the railroads. It not only makes it tougher for their 
side, but it makes it a little tougher for us with these people with 
that frame of mind for whom we are acting. They become a little 
more difficult for us to deal with, too. 

Senator Purreti. As a matter of fact, the whole subject is so com- 
plicated that it is pretty difficult to try to understand it from a 
se article or a magazine article either; isn’t it? 

Mr. Gupert. It is more than difficult because even those of us 
who are supposed to know what is going on can’t understand what 
they get in these newspapers sometimes because of the distortion, 
and I am sure it has been given to them in this distorted way or 
they wouldn’t reproduce it. 

cota Scuoepre.. Off the record. 

epee off the record.) 

enator Smaruers. On the record. 

Mr. Gitgert. To summarize briefly, the data show the insignifi- 
cance of the dual basis of pay as relates to the financial problems 
of the railroads, while the conduct of the railroads indicates acquies- 
cence in that conclusion. 

I pass now to the complaint about the refusal of the representatives 
of the employees to agree to the establishment of interdivisional 
runs. Understanding of this point requires the knowledge that en- 
ginemen and trainmen normally ek dane terminals or division 
points, established by agreement, which may be from less than 100 
miles to as much as 300 miles apart. Perhaps, the principal pur- 
pose in fixing the length of a division by agreement is to insure the 
employee of protection against his being sent all over the railroad 
to work. He can establish his home at a point and have some con- 
ception of when he will be there and how long his stay at an away- 
from-home terminal will be. And, incidentally, the transportation 
employees are the only ones who work on the railroad that are not 
paid for their away-from-home expenses when they are away from 
their headquarters or their home. 
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Employees have provided against their being run through estab- 
lished terminals without consent of their representatives. While 
this is true generally, some railroads do have the right to establish 
interdivisional runs without approval of the employees. 

One witness contended that all railroads ought to be allowed to 
establish interdivisional runs, thereby changing the employee’s place 
of employment and layovers, without negotiating a change in exist- 
ing hy As late as 1951 and 1952, a new national rule was agreed 
to between the railroads and the four organizations representing 
roadmen. 

Senator Purrect. May I ask a question? On the operating end 
there are no provisions for compensation for layover, that is, cost of 
living, or room and layover ? 

Mr. Gizert. No; there is one rule in certain types of service, Sen- 
ator, that we call the held away-from-home terminal rule that they 
pay for the time held in excess of 16 hours at the away-from-home 
terminal. But that only applies to what we call our chain gang or 
pool service. The assigned service does not get that. 

I say there is no reimbursements for the expenses. 

Senator Purtret.. Not directly, but there is an allowance made, is 
there, in the determination of pay which provides for equity there? 

Mr. Giteert. The question of — would be rather difficult. 

Senator Purrety. I mean as to the out-of-pocket expense one is put 
to at times in a layover. 

Mr. Gitzert. No; I don’t think it is exactly for that purpose. In 
the term that we view it, it is a rule that in its application requires a 
little more attention on the part of the management representatives 
to get these employees back home as soon as they can rather than leave 
them for an unlimited time at their away-from-home terminal. 

Senator Purrey. In other words, there is a penalty if that is not 
done; is that right? And the penalty is in the form of additional 
wages ? 

Mr. Giipert. Well, it is a—— 

Senator Purrety. Or some form of remuneration. 

Mr. Gizert. It is; it is based on the hours actually held and at 
one time they could run them off, but that is no longer in existence; if 
they make it, they get it. 

Senator Purteity. Thank you. 

Senator Smatuers. All right, proceed. We will get back to a lot 
of these questions when you have finished your statement. 

Mr. Giutpert. I thought I had made it clear. 

Senator Purtetu. It is clear to me. 

Mr. Gitpert. Individual carriers involved in the negotiations had 
the option to adopt or reject the rule. Some adopted it and others 
rejected it. It provided for negotiations between the employees and 
any carrier desiring to establish interdivisional service; for the estab- 
lishment of a national committee of an equal number of carrier and 
employee representatives to make recommendations in the event nego- 
tiations failed ; and further for the appointment of a neutral chairman 
by the National Mediation Board with powers of recommendation if 
the national committee did not resolve the dispute. 

The rule provided that while the recommendations of the chairman 
were not to be binding “yet the parties hereto affirm their good inten- 
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tions of arranging through the above procedure for the final disposi- 
tion of all such disputes on a fair and reasonable basis.” 

The above rule was agreed to by the railroads 6 or 7 years ago. 
Seemingly, they have been annoyed because they don’t always get their 
own way under it. 

Although to my ag ay we have only had one failure to reach 
an agreement under it, and that was because of the fact that the 
carriers could show that they could only save a few minutes by run- 
ning these crews through this particular terminal. 

Further in connection with the subject of interdivisional runs, I 
think I should say that the carriers attempted in the early 1950’s to 

t us to agree to settle such disputes in every case by arbitration. 
frailroad i has traditionally resisted compulsory arbitration and 
did so in this instance. For the benefit of the record, it should be 
shown that arbitration provisions were incorporated in the national 
rule agreed to by the carriers and the Brotherhood of Railroad Train- 
men, but not in the rules agreed to by the Brotherhood of Locomotive 
Engineers, Brotherhood of Locomotive Firemen and Enginemen, and 
Order of Railway Conductors and Brakemen. 


THE NATIONAL RAILROAD ADJUSTMENT BOARD 


Two witnesses have stated that a review of the policies of the 
National Railroad Adjustment Board appears to be in order. We 
agree. But we wonder why those speaking for the railroads under- 
take to make such such a suggestion. The suggestion would come more 
appropriately from railroad employees who are the ones really op- 
pressed by the inadequacy of the Board. 

The Board, as you know, is composed of four divisons, the first 
division having jurisdiction over operating employees. Divisions 2 
and 4 are closer to being current in their work than divisions 1 and 
3, but division 1, that handles the transportation problems, is 5 to 6 
years behind in its docket and division 3 about 3 years behind. An 
engineer, fireman, conductor, brakeman, or switchman filing a claim 
with the first division must now wait 5 or more years for its adjudica- 
tion, without even the allowance of interest if as claim is approved. 

What is equally startling is the fact that the employees lose about 
80 percent of the cases filed with the Board. When the carriers sug- 
gest a modification of Board procedures and techniques, they give 
me the impression they won’t be satisfied until they achieve a condi- 
tion where they win all the cases. 

Some especially significant information in this connection has not 
been given the subcommittee, to date. Taking cognizance of de- 
env conditions on the Adjustment Board, the convention of my 

rotherhood, held in 1953, directed me to cooperate with the chief 
executives of the other operating railway labor organizations to effect 
improvement in the situation. Subsequently, the chief executives of 
the five operating brotherhoods held conferences with representatives 
of the carriers and the National Mediation Board. At the suggestion 
of the Mediation Board, the railroads and the organizations agreed, 
in September 1956, to the creation of a committee of three to study 
and investigate the operation of the first divison. The committee 
would be composed of men outside the ranks of labor or management, 
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with experience in connection with functions of the Adjustment 
Board, and would be empowered to make recommendations. 

It was to be composed of three members—1 to be appointed by 
the organizations, 1 to be appointed by the carriers, and the third 
member to be chosen by the 2 so appointed. On October 17, 1956, 
the chief executives informed the National Mediation Board of their 
selection for membership on the committee. 

To this date, the railroads have not selected a member, even though 
this failure has been brought to their attention on several occasions 
by the National Mediation Board. As late as January of this year, 
I brought this to the attention of the Chairman of the Mediation 
Board, who stated he would again bring it to the attention of rail- 
road representatives. 

Recently, the Supreme Court of the United States held that the 
exercise of economic force could not be used to bring about adjust- 
ment of claims filed with the Adjustment Board. In the case between 
the Brotherhood of Railroad Trainmen v. Chicago River and Indiana 
Railroad Company, 353 U.S. 30, which was decided March 25, 1957. 
The result has been a substantial increase in the number of ex parte 
submissions to the Board by the railroads, thereby evading their 
responsibility in settling issues on the property, as was so successfully 
accomplished for many years. 

Senator Purrett. Was there any reason given by the railroads 
for the lack of appointment of a member of this Committee of Three? 

Mr. Gieert. Well, if they have given any, Senator ,we haven’t 
been apprised of the reason. 

Senator Purreti. This has been going on since 1956 ? 

Mr. Gitzert. Yes, sir; we have been urging that they do that. 

Senator Purreti. You have selected your member of the 
committee ? 

Mr. Girpert. He has been named since the date in 1956 that I 
mentioned. 

Senator Purrety. Thank you. 

Senator Lauscuer. Mr. Gilbert, the top sentence of the last para- 
graph on page 14 reads: 

Recently, the Supreme Court of the United States held that the exercises 
of economic force could not be used to bring about adjustment of claims filed 
with the Adjustment Board. 

Who was using the economic force that the Supreme Court said 
could not be used ? 

Mr. Gitpert. The employees. 

Senator Lauscue. The employers or employees ? 

Mr. Gitpert. No; employees. 

Senator Lauscue. Employees. I could not make that out based 
upon what followed. 

Mr. Gitsert. The employees—— 

Senator Lauscue. How was the economic force being used? 

Mr. Griizert. Through strike action. 

Senator Lauscue. All right. 

Mr. Giizert. State full-crew laws: 

The so-called full-crew laws in a number of the States have been 
pointed to as an unhappy aspect of brotherhood activities. They are 
said to be standing in the way of using self-propelled trains, which 
are sometimes called Budd cars. What the witnesses have referred to 
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as full-crew laws exist in 20 States. They deal in one way or another 
and to different degrees with such subjects as crew consist, qualification 
or competency of employees, and condition of equipment. Let it first 
be known that these are safety measures enacted for protection of 
employees and the traveling public. They do not make work where 
there is no work to be done. An analysis of the various laws shows 
that the requirements applicable to self-propelled and certain other 
types of trains are not as restricting or demanding as previous wit- 
nesses would have the subcommittee believe. Numerous exceptions are 
written into the laws. For example, as I read the statutes: 

1. The Arkansas law does not apply to railroads of less than 100 
miles, nor to any passenger train of less than three cars. 

2. The Arizona law requires only an engineer and a fireman on a 
self-propelled train of one car. 

3. The California law is not applicable except on a line of railwa 
where more than four trains are operated each way in a 24-hour period. 
4, The Connecticut law applies only to brakemen and conductors. 

5. The Kansas law applies to flagmen only, and requires the employ- 
ment of a flagman for the purpose of stopping approaching trains. 

6. The Oregon law is applicable only to trains of four or more cars. 

This is not an exhaustive résumé, but the claim that full-crew laws 
stand in the way of the use of self-propelled trains is, patently, grossly 
exaggerated. 

enator Purreti. Mr. Chairman, may I ask a question? 

Senator Smaruers. We thought we would do this, Senator Purtell. 
We thought before we got into these things, we would have the state- 
ment completed. 

Senator Purret. I have no objection to it, except quite frequently 
when we do that we find that the questions we had to ask are forgotten. 

Senator Smaruers. It was the witness’ desire, and it seemed to be 
concurred in by three other Senators; so, if it is all right, we will let 
him finish. 

Senator Purren.. All right. 

Senator Smaruers. Go ahead, Mr. Gilbert. 

Mr. Grzert. Railroads are essential to meet demands of national 
emergency. 

I believe some of the problems of the railroads involve their treat- 
ment, as compared with other forms of transportation, and certain of 
their relations with governments—local, State, and Federal. These 
problems must be solved on the basis that our railroads are, of all forms 
of transportation, most essential to the Nation’s welfare and security. 
While, at the moment, the railroads are not being utilized to their 
capacity because of the low volume of business being offered, there can 
be no gainsaying the fact that we do not have railroad transportation 
facilities, either urban or intercity, sufficient to meet a national emer- 
gency or to supply an expanding and prosperous economy in peace- 

ime. 

Since the end of the Second World War, the railroads have been left 
largely to themselves, to exist under an internal policy of what may 
be termed “rationalized deterioration.” After several years of aban- 
doning lines, curtailing services, and cutting off workers, the railroads 
assert that they are worse off thanever. It seems to me that continua- 
tion of such a negative policy will avail nothing. It is my understand- 
ing that some foreign governments operate their railroads at annual 


aerial 


ie eat na apatite 5. 


a eeges BOPRE gt it ni al SOE hy tg 


as Raat 





2160 PROBLEMS OF THE RAILROADS 


deficits, recognizing the importance of national necessity and security 
in so doing. I do not think that the railroads should be permitted to 
shrink further by the process of retrenchment, curtailment, consolida- 
tion, and deterioration. 

During the great depression prior to World War II the American 
railways undertook policies of abandonments, mergers, and liquida- 
tions attempting to adjust size of the railroad plant to accommodate 
depression traffic volumes. The bigger schemes, such as the Prince 
plan, were thwarted largely as a result of the efforts of railway labor. 

The tragedy which such railway eliminations could have caused had 
the carriers, with Government apeoretss effected these depression poli- 
cies, may be deduced from the following examples of traffic problems 
during World War II. Writing in 1943, Mr. Herbert Ashton states 
in part: 

This western agricultural territory has now had imposed on it a sudden manu- 
facturing development with many raw materials and semifinished parts coming 
from the East. And superimposed upon this development is the large volume of 
military movements for both training areas in the Southwest and embarkation 
to the theaters of conflict in the Far East. This had reversed the direction of 
movement of the bulk of traffic in the whole western section of the country, so 
that these originating lines have now been called on to terminate also large 
volumes of traffic. The resulting load on existing facilities in some instances 
has produced serious temporary congestions. 

It has been possible to meet this situation with reasonable success under the 
present system of control by diverting traffic away from the overcrowded lines 
to less congested routes as the occasions have required. Thus, by utilizing the 


flexibility in the transportation system as a whole, local surges in the volume of 
traffic have been successfully absorbed. 


Mr. Ashton continues: 


The enemy submarine campaign which commenced immediately with our 
entry into the war soon drove virtually our entire coastwise and intercoastal 
shipping from the seas. Since most of this was essential traffic, it had to be 
moved, and the primary means available was via railroad. 

It can be seen from these two examples above that implementing 
depression or recession policies which contracts the railroad plant 
to fit the contracted depression is implicitly dangerous to future na- 
tional requirements. ere is very little railroad property that may 
be abolished which does not have an inherent economical and needed 
potential function. This holds true of passenger service. 

The war proved that the railways were readily adjustable to heavy 
increases of traffic, changes in commercial traffic patterns, and to as- 
sume traffic carried by other carriers, that is, the coastwise traffic 
in World War II. The passenger trains of the war years certainly 
were not the ill-patronized trains of the depression years, as we know. 
Today, this service possesses the inherent capacity to meet the “unusual 
task.” No other form of transportation which now carries passengers, 
mail, and express can lay claim to the potentials of the railways in 
this respect. 

Railroad corporation executives allege a loss is incurred in carrying 
passenger and Seeded traffic and are constantly seeking to abandon 
such service. If such abandonments are permitted, the railroads, as a 
means of transporting people, mail, and express will be almost totally 
eliminated. This condition would impose an impossible transporta- 
tion problem, particularly in the larger cities. 

It is doubtful that we can be assured for long of the continued role 
of the private automobile in transporting passengers to the extent 
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it is now being used. For one thing, it is a wasteful form of transpor- 
tation, depending largely on readily available and relatively cheap 
fuel. There are indications that we are rapidly exhausting our do- 
mestic reserves of oil and that the price of petroleum will increase 
year by year. We cannot place our dependence on a supply of oil 
from _— countries. In the first place, quantity and price can be 
controlled by the decisions of foreign governments. In the second 
place, in another war enemy action would cut us off from foreign 
sources of oil. Dependable authority, after accurate tests, have assured 
us that railroads are more than 50 times as efficient as any other form 
of transportation in the utilization of oil. 

We wish to submit to the subcommittee recommendations which 
would improve railway passenger service and put to work some of its 
unused potential. Initially, let me say that I do not believe the solu- 
tion of the passenger service problem lies in abandoning more trains. 
Abandonment of passenger service has already gone too far. 

The railroad corporations cannot claim they need another channel 
through which to obtain permission for greater abandonment, be- 
cause in the period from 1951 to 1956, 1,274 petitions to discontinue 
passenger service were approved by State commissions, while only 
197 such petitions were denied. The path being followed by the rail- 
road corporations apparently is intended to eliminate passenger serv- 
ice altogether. 

Some helpful steps are indicated. Mail should be restored to the 
railroads, insofar as it is possible to do so. The railroads should be 
guaranteed a basic, fair compensation for a reasonable amount of 
space for such transportation of mail and additional compensation 
paid when additional space is utilized. 

The Federal Government can also render valuable assistance in 
commuter operations, a special phase of passenger service. Rail com- 
muter service is superior in economy and capacity to every other 
means of transporting people between cities and their suburbs. De- 
=e this, the railroad commuter operation has been almost completely 
neglected. 

s compared with this situation, the Federal Government, taking 
note of chen traffic congestion, earmarked billions of dollars through 
the Highway Act of 1956, for a roadbuilding program in and around 
metropolitan areas. Expressways are limited in the extent to which 
they can solve urban traffic problems. The most expensive ones ever 
built or contemplated could not come close to handling the required 
traffic if railroad commuter service is reduced. Moreover, expressways 
do not alleviate the problems of parking and crowded city streets. We 
can be assured that the job of transporting people, mail, and express 
Ils going to become greater rather than less. Rail transportation is 
imperative and must be expanded to meet this need. 

e suggest that public policy should be directed to assistance of 
rail commuter service rather than to encouraging its curtailment. 

As long as we rely on competition to determine the form the trans- 
portation industry is to jam the Government should give equal 


treatment to the various competitive transportation agencies. Among 
these elements of Government policy is the matter of more equitable 
taxation of commercial transportation by State and local commu- 
nities. Municipalities have created boards, authorities, and public 
corporations to administer airports and harbor installations for the 
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direct purpose of benefiting commercial carriers using our air lanes, 
rivers, and lakes. These authorities have successfully solicited traffic, 
causing heavy diversion from rail lines to subsidized water and air 
carriers. : 

Most of these problems have been considered in the matter of apply- 
ing user charges to publicly owned facilities. Even though adequate 
user charges might be exacted, there remains a problem of tax dis- 
crimination at State and local levels. We feel that these boards and 
authorities, whether they operate airports, water, or other facilities, 
should not be granted Federal funds unless (1) they be a public 
agency self-sustaining and fully taxed, or (2) the same or comparable 
benefits are accorded all other commercial carriers such as the rail- 
roads in event financial assistance or tax concessions are made by the 
State or municipality. Stated in another way, it is our position that 
Federal funds should not be made available in the future to carriers 
which enjoy tax relief or other financial assistance at State or local 
levels not available in kind to the railroads. 

A study should be made by the Federal Government of the systems 
of taxation in the several States to determine whether taxes levied 
against truck and bus carriers are sufficient to cover road maintenance 
costs attributable to their traffic. If these costs are not being sufli- 
ciently borne by the motor truck and bus industries, then the State 
should be regarded as affording a tax concession to the highway car- 
riers. This circumstance, if uncorrected, we feel should prevent the 
grant of Federal funds just as in the above-suggested case of airline 
and water carriers. 

Our recommendations, if adopted, should do much to preserve rail- 
road passenger service. If railroad passenger service disappears and 
the railway industry progressively deteriorates, the problems created 
and the cost of solving them, we believe, will be immeasurably greater 
than the effort required to give effect to our recommendations now. 

I return to the matter of national defense. In time of war, we must 
move people as well as freight. Our rail transport system would be 
taxed to its limit as a means of transportation or evacuating our ci- 
vilian population. This — up the dire need of adequate railroad 

assenger service, including an ever-increasing commuter service. 
nder these circumstances, a rusting branch line which the railroads 
are threatening to tear up could become a vitally needed route. 

The answers to the real problems of the railroad industry will not 
be found in the least in the gratuitous attacks made upon the indus- 
try’s workers, The subcommittee and the rest of us will have to find 
out what the real needs of the industry are. We believe we have 
pointed out some of them, as well as how the needs can be met. 

The railroad transportation industry is most dependent upon vol- 
ume of business. Anything that puts our economy into capacity 
production and full employment is highly beneficial to this industry. 

Senator Smaruers. All right, Mr. Gilbert. That is a very fine 
statement. 

Senator Schoeppel, do you have any questions ? 

Senator Scuorrren. Yes, I have a ies questions, and I will have 
a regard for my other colleagues here who might have a number of 
questions ; I will be rather brief. 

Mr. Gilbert, I was interested in what you had to say about the em- 
ployees of the railroads with reference to what was mentioned about 
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pay for some employees, who as it has been pointed out in a number 
of instances in these hearings, render very little if any service. 

I would like to ask you this. Assume that you only operated your 
train, the head end with an engineer, obviously you have got one 
brakeman up there to take care of his responsibilities. What could 
or what would be substituted for a gradual experience level to land 
himself in a position of an engineer or for that matter, a conductor? 

Mr. Gitpert. I am not sure I understand your question there. 

Senator Scuoerre.. In other words, if the fireman were eliminated 
from the category of employees, what could be substituted for the 
prope conditioning and experiencing of an engineer to handle a 
train 

Mr. Guert. There couldn’t be any, Senator, substitution, because 
all of us who have worked in the industry know that the experience 
that is required to become an engineer can be acquired only with the 
experience he obtains as a fireman, and we call them firemen here on 
the diesel locomotive because in this period of training, so to speak, 
he not only has to become acquainted with the locomotive, diesel 
locomotive and its workings and all that, but he observes the handling 
of the locomotive by the engineer and in particular he observes 
the manner in which the air is handled, we call it in the parlance that 
we know it best on these long trains which extend from a short 
train up to, our records reveal, as high as 300 freight cars and as 
many as 28 a cars. You cannot obtain the experience needed 
to handle this in the manner that these experienced engineers are 
handling it in any other manner than through his service as a fireman 
here on these locomotives. 

Senator Scuorrret. The reason I ask that question is that I find 
myself wondering what could or would be substituted for it and 
there is no substitute for experience. 

Mr. Giigert. That is correct. 

Senator Scuorrret. And we have had very little, if any, enlighten- 
ment on that phase of the thing. 

I understand, of course, that that is a long-range approach, but 
nevertheless that position presents itself to me as one of the Senators 
sitting on this subcommittee in that respect. 

Now, is the lengthening of the runs under the modern equipment, 
better roadbeds, and higher speeds, is that the subject or the result 
of negotiations? Isn’t that generally the pattern that you have ar- 
rived at these changes with your railroad management represent- 
ing your railroad labor are 

r. Gitgert. Oh, yes. Generally speaking, Senator, that type of 
move is inaugurated under the eh of the Railway Labor Act by 
management representatives, they serve the notice on the respective 
committees on the property they desire. And, as I mentioned in my 
statement, I know of only one, and I do not profess to know all of 
these ramifications of our operation, but I know of only one case where 
the process has been pursued to the ultimate as contemplated by the 
rules and the railroads have not accomplished their purpose. That, 
as I have mentioned, is primarily because they wail to uproot these 


men from their home at his intermediate point because it would only 
save a few minutes in the operation of that train over these two dis- 
tricts and it did not seem like these few minutes savings warranted 
a change as yet. 
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Senator Scuorrren. I notice that you just touched on the matter 
of consolidation in a very general way. 

I take it that you, representing your group, would be opposed to 
some consolidation formula being established ? 

Mr. Gupert. We have patently opposed that because of the impact, 
always, upon the employees. 

Senator Scnorrre.. In other words, you have taken a rather firm 
an against that? I want to be fair to you and I want to be fair 

rom our standpoint, because we have had injected into these hearings 
much that suggests more efficient operation, a cheaper operation, less 
duplication of operation between railroads on consolidations. 

r. Giupert. Let me add this, Senator. While we have opposed its 
being put into effect, in every instance when it is accomplished over 
our opposition then our committees cooperate with the railroad man- 
agement in setting up the procedures by which it is effected. 

Senator Scuorrret. Do you share my view that we have—I know 
you do—two approaches. One is the short-range approach by reason 
of the railroads finding themselves in this situation at the present 
time—and that affects you people—and the long range approach that 
should be studied and accomplished after as near an impartial over- 
all analysis as can be made. 

Do you share that view ? 

Mr. Gizert. I am not sure what your view is. Whether I can 
share it because—— 

Senator Scnorrret. I am going to tell you very frankly what my 
view is. 

We have so many conflicting opinions here. We have so man 
divergent views that have been expressed here, that do you not thin 
that in order to meet a long-range view that we should provide or at 
least suggest that a study be made on, say, the matter of consolidation 
and some of these rate matters that have been plaguing certain of the 
other modes of transportation with reference to the railroads and even 
among railroads themselves? 

Mr. Gizert. I would say a study would not be ill-advised and I 
can assure you that so far as our organization, and I am sure the 
others, that we will cooperate in any of those that may be suggested. 

Senator Scnorrret. Now, coming down to the crux of this thing. 
We have got the railroad situation here in a bad economic position. 
In fairness that does not apply to all the railroads of the country. 
We might just as well be brutally frank about that. But we a 
have segments of the railroad industry that are in bad financial 
condition. 

Now, what do you think are the things that should be considered 
and must be met head on 1, 2, 3, 4, down the line? 

Mr. Gizert. Well—— 

Senator Scuorrret. Now, you pointed out generally some of the 
“nee but how do you feel about the excise tax situation, from the 
standpoint of your view? 

Mr. Guzert. Unfortunately, Senator, you were not here yester- 
day and Mr. Leighty who led off the hearings and will follow me to 
conclude them set forth our position in all of those matters. 

Senator ScHorpren. I take it, then, that he has touched on the 
salient points that should be done immediately ? 
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Mr. Gitzert. Yes, sir; and we have set forth in concise language 
those things we are opposed to. But that is already in the record, sir. 

Senator Scuorrre,. How do you feel about the State regulatory 
bodies who many times indulge—and I was a member of one in 
Kansas—in rather prolonged delays in some of these abandonment of 
stations proceedings, whether it is stations or whether it is trains, or 
whether it is a segment of lines in relation to an appeal being made 
tothe Interstate Commerce Commission, let’s say ? 

Mr. Gizpert. I think that there shouldn’t be any change made in 
that. 

paneer Scuorpre.. I want your opinion about it candidly on the 
record. 

Mr. Guzert. I think it should stay like it is. 

Senator Scuorrret. Status quo? 

Mr. Gitpert. Yes, sir. 

Senator Scuorrret. But you do feel that some of these state regula- 
tory bodies probably have delayed in some unprofitable operations 
and I am sure you would concur in that. 

Mr. Gitpert. I wouldn’t without knowing the ones that you are 
talking about because I wouldn’t make a blanket statement that they 
have delayed them. 

Senator Scuorrren. I say some, I speak with knowledge in my 
own State from a standpoint of a number of instances where it was 
conclusively shown that there were unprofitable operations and with 
relation to the substituted service it could have been taken care of 
more expeditiously and yet there was a delay in that. I think that has 
caused the general vais and the railroads to insist that from the 
Federal standpoint there should be some appeal from our expedited 
approach to that because we are going to lone to wrestle with that 
and I think that is an area of consideration we are going to have to 
give consideration to. 

I believe for the time being that is about the only questions that 
Thave, Mr. Chairman. 

Senator Smatuers. All right, Senator Lausche. 

Senator Lauscur. Well, Mr. Gilbert, last week there appeared 
before this committee a Dr. Jules Bachman, professor of economics of 
New York University, and among other things he said, dealing with 
pay being given without a return of work, there was his claim: 

In some instances, as, for example, the mileage basis of pay, the standards are 
established on the basis of operating conditions which have long since become 
obsolete. A 100-mile run may have represented a full days’ work for an engi- 
neer 40 years ago, but with more powerful engines, more multitrack mileage and 
the elimination or modification of grades and curves, these standards no longer 
should apply. 

Now, beginning with that as the basis, what is this dual standard of 
determining pay ? 

Am I correct in this, that you look back into former years and you 
determine how many miles an engine and a crew could have made in 
8 hours ? 

Mr. Greer. Not necessarily ; no, sir. 

Senator Lauscue. Allright. What is it, then? 

Mr. Gipert. There was a unit set that would constitute what we 
term in our language a basic daily unit of work. It was 8 hours or 100 
miles and that was at the insistence of the carrier and nothing has 
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happened whether you increase the speed or you increase the size of 
power that changes that unit of work. No one denies that we may not 
accomplish it any sooner, but as we do, it is earning for the people we 
are working for their money for the transport of passengers and 
freight just as fast as we earn our money for doing it. 

Senator Lauscue. All right. 

Now, then, it is either 8 hours of work or 100 miles of travel. Those 
are considered par, isthat correct? Equal? 

Mr. Gupert. Yes, that is the minimum. 

Senator Lauscue. Now, then, so that we will be able to explain 
later, to the other Members of the Senate who will want to know the 
formula that is used, will you please answer my questions and I think 
be will get along much better and I will want to hear your explanation 

ater. 

I have here a chart showing the trip beginning at Kansas City and 
ending at Detroit and it shows that six crews are used in that trip 
from Kansas City to Detroit. 

Now, the initial crew goes from Kansas City to Moberly, 125 miles. 

Could you tell me on the basis of your knowledge how much that 
crew would be paid? That is for how many hours and how much 
overtime ? 

Mr. Gusert. Are they in passenger service ? 

Senator Lauscue. In passenger service; yes. 

Mr. Gupert. Let’s make this point clear which I will a little later. 
They have charged that there are so many crews in this passenger 
service but they have not said that the conductors and the trainmen 
operate on a 150-mile basic day as compared to our 100-mile day. 

Now, the engine crew for that trip, and I am sure that the train 
service crew went farther than from Kansas City to Moberly, would 
be paid 125 miles. 

enator Lauscue. And that would be one and a quarter day’s pay? 

Mr. Giuzert. No. They would be paid for 125 miles of service. 

Senator Lauscne. I thought 100 miles equaled 1 day’s pay. 

Mr. Gitpert. That is the minimum standard. But they would be 
paid for 125 miles of service and the rate, I would like to bring that 
rate to you, would be contingent upon whether it would be a 1-unit, 
2-unit, 3- or 4-unit diesel and taking the average and I get the average 
by taking the weight between zero and a million pounds on drivers, 
and the rate for an engineer who runs that locomotive and this is basic 
rate, is $17.96. 

Senator Lauscue. I am not concerned—— 

Mr. Gueert. I am talking about for the 100 miles, and for the 25 
miles you would add one-fourth of that to it. 

1 mete Lavscue. Then, that is correct. I said one and one-quarter 
ore. 

Mr. Giizert. You said one and one-quarter days’ pay. That is not 
right. I said he gets paid for 125 miles. You take the quarter be- 
— 25 miles is a quarter of 100, not because it is a day and a quarters’ 
work. 

Senator Lauscue. So, the trip from Kansas City to Moberly would 
be made in how many hours—125 miles? 

Mr. Gitzert. Two or three contingencies. If it is a nonstop train 
I would imagine they would make it in a little more than 2 hours; 
if they make some stops at the -intermediate points that would in- 
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erease the period, of time it took to make this trip, and, of course, I 
think they probably have not mentioned the fact that this crew may 
have been eaqnnes to go to the roundhouse, go on duty quite a bit 
ahead of the departure time from Kansas City, and in some instances, 
at least, they would be required to put in some time following their 
arrival at Moberly in completing their reports and signing the register 
and other requisites that they are required to do. 

So, anyone that says that they just do this from Kansas City to 
Moberly are not giving the facts and that brings us back to this point 
that in an endeavor to disparage the efforts of railroad labor to pro- 
tect their men they distort the picture in an effort to alienate the 
public against our efforts. 

Senator Lauscue. Now, the next segment is from Moberly to Han- 
nibal, that is 69 miles and it shows that another crew is put in charge 
of that train for those next 69 miles. 

Are you able to comment on that? 

Mr. Gutpert. Well, I am going to hazard this guess without having 
the correct information from our people on the property, that this 
crew in all probability will be assigned in what we call short turn- 
around service between Moberly, which is the home terminal, and 
Hannibal, which is the intermediate point, and he would be required 
to bring a train back to Moberly before he would have finished his day. 

Now, I am saying that from experience that I know many of those 
runs are set up on such basis. 

When they travel 80 miles or less away from the home terminal we 
have a rule which requires—not requires—but which permits the 
railroads to set up these runs on what we term the short turnaround 
basis. 

Senator Lauscur. That sounds logical. If it is 80 miles or less 
they give them another short return run, I suppose. 

Mr. Gitpert. They would come back to their home terminal. They 
may have a wait at Hannibal before they come back and they would 
have expenses incurred for meals or if it were too long maybe for 
lodging at Hannibal. 

Senator Lauscuer. Now, you have got from Hannibal to Decatur, 
143 miles. 

I take it that on that 143 miles they would be paid 1 day’s pay 
for the 100 miles. Is that right? 

Mr. Gitpert. They would be paid for 143 miles. 

Senator Lauscue. One hundred and forty-three miles ? 

Mr. Gitpert. Yes, sir. 

Senator Lauscur. And what is 100 miles equal to again? Let us 
get to that. 

Mr. Gitsert. That isthe minimum. 

Senator Lauscue. All right. 

Now, here they would be paid one and forty-three hundredths of 
the schedule which you gave before ? 

Mr. Gruipert. No. They would be paid on the basis of the miles run. 

Senator Lauscue. One hundred and forty-three miles ? 

Mr. Gitpert. One hundred and forty-three miles. 

Senator Lauscue. What would that be? 

Mr. Gitpert. Well, I am not that good at figures. I can figure 
it out for you, I am sure, in a while if it is imperative. 

The basic rate would provide him about $25.68. 
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Senator Lavscue. How many hours would that trip be made, the 
143 miles, if it were nonstop ¢ t ! 

Mr. Gitpert. Well, most of these passenger trains are operating, 
I think, Senator, on the basis of about a mile a minute. 

Senator Lauscue. About a mile a minute? ? 

Mr. Gitpert. That may not be exactly accurate, but it is pretty 
close to that. It could be a little more than that on a nonstop, but 
I think it is safe to assume that it would be at least a mile a minute, 

Senator Lauscue. Now, Decatur to Peru is 172 miles, the same for- 
mula would apply there ? 

. Grizert. Yes. You would multiply the basic rate times that 
and I think I should add that in our present rate structure we have 
what we call escalation and there wold be additional compensdtion 
over this that would come from the application of the cost of living 
on in our particular agreement. That is not added to the basic 

re. 
ania Lavuscue. Am I correct that 100 miles is considered 1 unit 
or the equivalent of 1 day’s work ? 

Mr. ficeane: That is the minimum. 

Senator Lauscue. All right. 

Well is it considered the equivalent of 1 day’s work? 

Mr. Gipert. As a unit of work, it is considered the minimum 
for pay purposes. 

Senator Lauscue. Now, this states that 6 crews of 5 men each are 
needed to roll a Wabash freight train from Kansas City to Detroit 
and the crews are from Kansas City to Moberly, 1; from Moberly to 
Hannibal, that is 2; Hannibal to Decatur is 3; Decatur to Peru is 4; 
and Peru to Montpelier is 5; and Montpelier to Detroit. 

In addition, two extra men have to be added to satisfy the laws 
of Indiana. 

Would that be correct ? 

Mr Guizert. I presume if there is a—and my recollection, Senator, 
is that when they get to the Indiana line with an excess of a certain 
number of cars in a train they must add a trainman as a result of the 
law in Indiana which requires the additional man because of safety. 

Senator Lauscur. Now, it says here each time the crews swap jobs 
they also change cabooses at the terminal points since each conductor 
is entitled to the caboose as his car. 

What about that ? 

Mr. Gitzert. Well, it is my understanding that they have rules with 
these people that provide these regular cabooses as we call them. 

Senator Lauscue. Do they detach the caboose so that the conductor 
has it as his car while he is there ? 

Mr. Gizeert. If that is their rule. I would say that is what they 
do if that is their rule. 

Senator Lauscne. And that that caboose then serves as his home 
while he is away from home. I think that is about what it is intended. 

Mr. Gipert. That is using the language rather loosely, I would 
say, if you would consider it a home in the sense that we recognize a 
home being. Have you ever seen some of those cabooses ? 

Senator Lauscue. Yes, I used to live in one. 

I have another item here. The Spirit of St. Louis, a Pennsylvania 
Railroad train to New York in 19 hours and 20 minutes, it requires 7 
engine crews and 5 train crews. 
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Would you be able to state whether this is a fact or not? 

Mr. Gupert. Well, I would have to take a look at the map. I know 
about where our crews are changed. 

Assuming that is a fact I wonder what the point is. We find it 
difficult to, now, take the Wabash thing, for example. I have been in 
the Grand Lodge of the Brotherhood at least 10 years or a little better 
as an Officer, vice president, or president, and in that period of time I 
have not heard of the Wabash complaining to our committees about 
this operation across here and trying to do anything about relieving 
them of what somebody has told this committee is an onerous burden 
and I do not think your committee is going to assume the authority 
tochange it. 

Senator Lauscur. What I am trying to do is establish the facts. 
You contend that what is being done is right. You are not trying to 
seek protection. You admit these facts but you say that on the basis 
of incentive and other reasons it is sound economically ? 

Mr. Girpert. Yes, We have no fault to find with that. 

Senator Lauscur. Now, getting back to this Wabash situation. 
There are five persons to each crew, is that not correct ? 

Mr. Gitpert. In some instances that is true. 

Senator Lauscue. Now, on the Spirit of St. Louis, which makes 
the trip in 19 hours and 20 minutes, it requies 7 engine crews and 5 
train crews. Will you explain why that many crews are needed in 
making that trip ? 

Mr. Gitperr. Well, in the early days, Senator, they set up these 
divisions on which these men who operate the trains acquired their 
seniority. And under the rules they are permitted only to work on 
the divisions where they hold their seniority, unless there is some 
agreement reached to do otherwise. 

Senator Lauscus. They work within the division and when the 
train moves out of their division they get off. Is that correct? 

Mr. Gitpert. That is true. In some instances they run the entire 
district, some places they split the division for freight service and run 
the entire division in passenger service, but it is always confined to 
the division on which they have built their seniority. 

Senator Lauscue. Now, then, let us get to this Reader’s Digest piece. 

You have the piece, do you not ? 

Mr. Giipert. I do not have it. I have heard quite a bit about it. 

Senator Lauscue. I better read it to you if I can find it. 

Mr. Giger. If you will, please. 

Senator Lauscne (reading) : 

The Northwestern Railroad runs fast passenger trains from Chicago to 
Minneapolis, a distance of just over 400 miles. We run them with 6-man crews, 
2 men in the engine crew and 4 in the train crew. We run the distance in about 
7 hours. In those 7 hours we use 3 engine crews and we must pay each 
approximately a full day’s pay. 

At that point I stop. 

I suppose that this factual situation grows out of the same theory 
that they are assigned to divisions and when the train goes out of the 
division they get off the train ? 

Mr. Gitpert. I would like to explain that. 

Senator Lauscur. Goodenough. Explain it. 
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Mr. Girpert. I have something prepared here that might help in 
explaining this dual basis of pay and I will read part of it and I will 
give you my own views otherwise. 

Senator Lauscue. All right. 

Mr. Gitpert. Mr. Heineman gives an incomplete and consequently 
an inaccurate picture of the road engine and train service employee 
pay structure. 

Fania like to describe our basis of compensation more thoroughly 
than I have previously with the expectation that it will enable the 
committee to obtain a somewhat better understanding of our pa 
pei gu than could be obtained from the distortion in Mr. Heineman’s 
article. 

The system of pay for road service employees has been called the 
dual basis of pay and on page 9 of my statement I described it as an 
incentive mileage basis of pay. At any rate, it is essentially a form 
of piece-rate system. 

The railroads themselves instituted the dual basis of pay back in the 
1880’s because they thought it was practical and would induce the 
men to get over the road more rapidly and in my opinion it has 
worked out very successfully for both railroads and the employees, 

I would like to make a further observation at this point, which I 
have already done, but I will repeat it because it bears repeating. 

The railroads base their tariffs upon the miles freight or passengers 
are carried and consider this principle fair and reasonable. Yet, they 
contend that it is not just as equitable for transportation employees 
to be paid on the same basis. 

If the mileage basis of pay is featherbedding on the part of the 
employees, which some of them contend it is, why isn’t it feather- 
bedding for the railroads? It is the same basis. 

In road service there are two groups of employees—(1) the engine 
service employees, consisting BF lecotnotive engineers and firemen, 
and (2) the train service employees, consisting of conductors, brake- 
men, and flagmen. In all services except passenger the basic rate of 
pay, applies to a set piece of work, namely, 100 miles or 8 hours or less 
on duty. 

For train service employees the number of miles constituting a 
day’s work is 150 in passenger only. 

ince my organization is composed of engine service employees I 
will confine the following discussion to that group. 

The minimum rates set for 100 miles or 8 hours is commonly referred 
to as the basic daily rate. 

Senator Lauscue. Let us stop at that point. 

The minimum set for 100 miles or 8 hours, They are considered 
as equal, are they not? I may be wrong—read it again. 

Mr. Giizert. The minimum rates—now, we are talking about rates 
now—set for 100 miles or 8 hours is commonly referred to as the 
basic daily rate. 

Senator Lauscue. Rate? 

Mr. Gitpert. And they are the same. 

Senator Lauscue. Yes. 

Mr. Gieert. The Bureau of the Census and Government boards 
investigating our wage disputes classify the locomotive engineer and 
fireman as a skilled worker, hence he is entitled to be paid as such. 
I am confident that no one would agree with the inference in Mr. 
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Heineman’s article that the average basic daily rate for an engineer 
in passenger service of $17.96 and for fireman of $16.05; and in 
freight service a basic daily rate of $20.15 for an engineer—that is 
the average—and $17.35 for a fireman, could be considered unreason- 
able or exorbitant. 

The conditions under which these men work are more onerous and 
financially burdensome than most other workers, skilled or unskilled. 

Enginemen are required to work on holidays and Sundays with- 
out premium pay. They enjoy no paid holidays as such. Engine- 
men are subject to call for their runs day or night, rain or shine, 
day in and day out. In contrast with other workers all road service 
employees have a layover away from home varying in length of time 
Safore making the return trip to the home terminal. 

This results in the necessity to incur away-from-home expenses 
consisting of meals and lodging. In fact, engine and train service 
employees are the onl antares on the railroads who do not re- 
ceive reimbursement for expenses incurred while away from their 
homes or headquarters. 

Such expenses for engine and train service employees are paid out 
of the employees’ own pocket, and, of course, diminish their income 
available to defray normal living expenses of themselves and families. 

Our system pays for either aie or hours whichever yields the most 
pay and it has been designed to make it generally unprofitable for 
the individual crew to run slowly or in other words to make it gen- 
erally profitable for the individual crew to run on schedule. That 
is the real purpose of the so-called standard speeds. In freight serv- f 
ice the standard speed is 1214 miles per hour, but that does not mean 
that we cannot and do not run faster. Actually, most through-freight 
service runs much faster than that and has for many years. 

The 1214 miles per hour speed basis is primarly a method of com- 
puting the start of overtime at premium rates, most industrial workers 
get premium overtime after 8 hours. We do not in these services. 

In order to determine when our overtime starts we have to take, 
first, the total number of miles. This is the number of miles we di- 
vide by the standard speed of 1214 miles an hour. The resulting 
number of hours is the overtime base. 

Let me illustrate. If the trip is 125 miles, our overtime begins 
after 10 hours of duty. That is, we divide 125 by 1214, and, of 
course, the resulting quotient is 10 hours. That is the number of 
hours we must work at straight time before we get time and one-half. 
This system of pay, of course, applies to the slow trains as well as to 
the fast through freight service. 

In local freight service it produces a substantial amount of over- 
time for some employees even though they must work longer hours 
to earn it. 

In passenger service the speed basis is 20 miles per hour in most 
cases; here again it operates primarily as a basis or determining when 
overtime starts. 

However, in through passenger service overtime payment is at a 
lower rate than the straight time. In short, turnaround passenger 
service, which is primarily suburban service, although we have other 
instances of it, the employees have a special system of compensation, 
and in the case of suburban service it is designed to accommodate the 
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morning and evening traffic peaks of commuter service. It is not 
related to the problems raised by Mr. Heineman’s articles. 

Thousands of ren are assigned to trips under this system 
of pay. Some employees in through freight and passenger service 
wae their trips in relatively fast time. Mr. Heineman has given you 
two examples of this. Some employees in local freight service work 
14, 15, and even 16 hours on their trips, frequently at straight-time 
rates without premium overtime. These are extremes—both Mr. 
Heineman’s example and my local freight examples. The overwhelm- 
ing assignments fall in between these extremes. The average total 
hours per trip for through freight service firemen in December of 
1957 was 6149 hours and the average run was 116 miles. 

The average in local freight for the same period was 9 hours with 
the average miles at 93. 

And I would like to add now some of the things that Mr. Heine- 
man did not say in his effort to disparage what the employes have 
been trying to do to help him in this so-called plight. 

I think you are entitled to know that. 

Senator Lauscue. Let us get this clear now. The average shows 
6149 hours to complete—please read that. 

Mr. Gireerr. One hundred and sixteen miles, the average. That 
has been the average. Yes, sir. 

Senator Lauscne. And on freight it shows what ? 

Mr. Gruzert. That is the local freight; it shows about 9 hours. 

Senator Lauscue. Nine hours? 

Mr. Grizert. And the average run for the local freight because 
they stop at most every station, and all that is 93 miles. 

Senator Lauscne. Now, then, it would be fair, then, to deduce this 
conclusion, that the 116-mile run is made in 6%) hours and the pay 
is based on 116 percent—if that is correct—it is 100 plus; is it? 

Mr. Gipert. It is 116 miles. 

Senator Lauscne. One hundred and sixteen miles? 

Mr. Guzert. That is right. 

Senator Lauscue. Well, the same formula would be applied that 
you applied before? 

Mr Cheasainee: Yes, sir. On the mileage basis. 

Senator Lauscuer. So, it would be 6149 hours with 116 units of pay, 
whatever one unit means. 

Mr. Guzert. Well, the calculation, I think, all of the time is re- 
duced to miles and multiplied times the rate per mile. 

Senator Lauscnue. Permile. All right. 

So in 6149 hours you would be paid for 116 miles? 

Mr. Giieert. That is the average, sir. 

Senator Lauscne. And that 116 miles would be 16 miles more than 
you would be expected to travel in 8 hours. 

Mr. Gipert. On the basis of the calculation that I mentioned, but 
I mention there that that formula was never devised to associate 
itself with the speed at which you must go over the road. That is a 
computation purpose only. 

Senator Lavuscur. But I mean you have taken the average the way 
itis. Yousay it is 614 hours. 

Mr. Grreert. Yes, sir. 

Senator Lauscue. If it were 100 miles that would be the basic 
agreement ? 
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Mr. Gitpert. The rate for the basic day would be paid for 100 
miles. 

Senator Lauscue. Then you get sixteen one-hundreths more of the 
basic day’s pay ; is that correct ? erty 

Mr. Gitpert. You would get 116 miles pay for running it. 

Senator Lauscue. Well, it would be sixteen one-hundredths more 
than the basic day’s pay. 

Mr. GILBERT. elt, L any method of calculation you use, whether 
it is one-sixth of 100 or one-sixth more than 100, you arrive at the 
same thing, but it is pay for 116 miles’ service. 

Senator Lauscue. All right. 

Now, I will ask one more question. 

I have a chart here showing that the total wage load in 1957 was 
$5,330 million. It would be then fair to say $5,330 million times 414 
percent would be the portion of the wage load of this incentive plan 
to the whole? 

Mr. Gitgert. Yes. That is correct. 

en Lavuscue. That would be about $230 million of the $5,330 
million 

Mr. Giipert. I have not calculated but I assume that is correct. 
Yes, sir. 

Senator Lauscue. I think that is about correct. 

Of the $5,330 million wage load, $230 million would be represented 
in this item that is in dispute ? 

Mr. Gireert. Dispute with whom? We settled the issue with 
the railroads that asked us for an extension. We are not in dispute 
with them. We have no notice filed on us that they want to change 
it. They did file one and we settled. 

Senator Lauscug. I have chosen the mildest word possible in 
identifying it. I did not want to use featherbedding. I mean that. 
That is, some witnesses have said there is featherbedding. Others 
have said that there is not. And that is why I have used the term 
“in dispute.” 

Mr. Gitpert. Well, the dispute is over the interpretation of feather- 
bedding, rather. 

Senator Lauscue. That is right. 

Mr. Giueert. Rather than this mileage proposition. 

Senator Lauscue. Good enough. 

Now, you give your explanation, Mr. Gilbert. 

Mr. eee Mr. Heineman has not said in this article which I 
am assuming is designed to discredit the organizations that on this 
very run, these runs he is talking about, on the end that operates 
from Adams, Wis., to the Twin Cities, the home terminal for these 
crews with the exception of the few that have the North Western 
mileage, are at Altoona, Wis., the middle of this run, and since at 
least more than 30 years these employees have not only agreed with 
him to operate these trains in interdivisional service but they have 
been operating in inter-railroad service through that period of time. 

In other words, these men are required to not only leave their 
home to work but if they have to stay away from home or either 
deadhead from the Twin Cities back to Altoona or from Adams to 
Altoona at their own expense and on their own time. I think that 
he is manifestly unfair and only supports the statement that I have 
made sewviomels here that I have an obsession about these people 
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who try to correct their ills through misrepresentation through news- 
— articles and through publications such as this. 

d as Mr. Leighty pointed out when you ask the Reader’s Digest 
for an opportunity to make these answers, they tell you they are not 
interested in any controversial subject but they raise the controversy 


by —— article. 
nator Lauscue. That is all. 

Senator Smatuers. All right, Senator Purtell. 

Senator Purrett. Many of the questions I had are in part an- 
swered. Some wholly. 

In the first place, I think in order to get this whole picture in 
em omy we are now talking about so-called featherbedding. There 

ave been witnesses here from the railroads who have indicated 
that this was not a major problem. I do know that anybody claimed 
it was a major problem in the problems that confront the railroads, 
but that it was one. 

Mr. Gilbert, you speak about incentives. In other words, incentives 
to be on time, incentives to make a run in a limited number of hours; 
but is it not a fact that there are ee regulations that must be adhered 
to anyway, that there is not much discretion in the time one can take 
a ——— train from the — of original to the terminal ? 

r. Grpert. There are ICC regulations contingent upon certain 
signaling and others that proscribe a maximum speed. 
enator Purre.L. That is right. 

Mr. Gitzert. And, of course, some of the rules of the carriers repre- 
sent a maximum. I know on the railroad from which I come we used 
to like to boast about having to reduce our speed to 80 miles an hour 
going around a certain part of this route. 

Senator Purrett. So, as far as the time consumed goes they do have 
timetables and they try to adhere to those timetables so there is not 
too much discretion left and the time consumed is there from the opera- 
tion end of the train itself. 

Mr. Girpeert. In passenger service that is more true than it would be 
in some of the other services, Senator. 

Senator Purrety. I was referring to passenger service. 

Mr. Giupert. Yes, sir. 

Senator Purrett. Where would the incentive lie? 

Mr. Gupert. Not necessarily could it be assessed ey to the pas- 
senger service, but even so, there are some railroads that have the over- 
time pay, for example, on the basis of the scheduled running time of 
the train. 

Senator Purreii. We are talking now about passenger service. 

Mr. Gitzert. That is what I am talking about now, too. 

Senator Purrer.. But, generally is it not true that they do have a 
timetable, the public goes by that timetable and usually they pretty 
much adhere to that timetable ¢ 

Mr. Girpert. They do to the best of their ability, they try to operate 
these trains according to schedule. They might, and there are rules 
governing that, too. They can get into a station before departure 
time but they cannot leave before the scheduled departure time on 
these passenger services. val 

Senator Purret.. But your time is determined by the point of origin 
and the terminal point. 

Mr. Girsert. Yes. They areset up by the carriers. 
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Senator Purre.t. So that there is not too much discretion left to 
the operator of the engine or the train. 

Mr. Gitsert. Not in the light of what somebody might call soldier- 
ing. He hasa job todo and he wants to get it done. 

P Bonator Pourtett. What other type of incentive might there be? 
Would it be—well, what other type might there be except reduction 
of time consumed ? 

Mr. Gitperr. Well, in the freight service, for example, this man 
that we pointed out—— 

Senator Purrett. I mean passenger service. I can understand 
freight. 

Mr. Gixpert. It is the pride of the employee in his railroad that 
he wants to keep an on-time performance for his railroad. 

Senator Purretn. Aside from time which is pretty much prede- 
termined anyway by schedules which appear in the timetable, what 
other type of incentive is there that one could describe as an in- 
centive aside from the time element ? 

Mr. Girzerr. I do not know as you could assess any other than the 
one I mentioned which would be personal and I think those of you 
who have come to know these people know that that is in existence 
on the part of the employee. 

Senator Purrett. Now, how are those engaged in the commuter 
service paid? Take a short run on the New York Central; New 
York, New Haven & Hartford; or in Chicago, in bringing com- 
muters in and out. 

Mr. Giipert. They are paid on what we call the short turn-around 
basis. The rule we commonly refer to as the 8-within-9 rule. If 
there is a period of release from the time that the man goes on duty 
during his tour before he finishes over a specified period of time then 
his overtime would not start until he has been on duty 9 hours or 
more. ° 

Senator Purre.t. But he would be paid in any event the minimum, 
would he not ? 

Mr. Giteert. No less than 100 miles. 

Senator Purrety. No less than 100, or 8 hours? 

Mr. Grizert. Well, it would not be “or 8 hours.” If it were 100 
there would not be any difference. 

Senator Purretn. Let us take a run, for instance, from Bridge- 
port or New Haven, as a point of origin, to New York, with com- 
muter service picking up at the various points going down. The 
_ a be 2 or 21% hours. He would be compensated on what 

asis ? 

Mr. Girzert. It would depend on when he got back to his home 
terminal. 

Senator Purrety. He would have a run coming back in the even- 
ing; would he? Is that likely to be? 

Nir. Gupert. If he were in this short turn-around service he would. 
And the amount of time or money that he would receive would be 
based on the overall time elapsed from the time he left his home 
terminal until he returned to it. And then these other factors whether 
the time on duty would exceed the number of miles run would be 
taken into consideration in computing his wages. 

Senator Purrett. When you say “short turn-around,” how short 
must a turn-around be to be a “short turn-around” ? 
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Mr. Giiperr. It can’t be longer than 80 miles under the rule. 

Senator Purrett. Would be paid for the elapsed time if he took 
a run out of New Haven, let’s say, to New York in the morning and 
came back in the afternoon to bring those commuters and upon what 
would his compensation be based ? 

Mr. Gitsert. Well, without actual figures I could not tell you. I 
do not know the distance between the two. 

Senator Purreti. Take one that you do know and describe it to 
me rather than have me describe a typical case. 

Mr. Guert. Well, take, for example, the Rock Island, out of 
Chicago. They have some crews that go on duty, for example, at 
Blue Island, and they go into the passenger station at Chicago and 
they lay over 2 or 3 hours and then they may make another trip to 
Blue Island and back and have another wait and then in the evenin 
make another return trip to Blue Island which is their home termina 
and in that period of time from morning until the last trip in the 
evening they have been in the service of the carrier 12 hours. With 
the operation of the 8 within 9 rule this crew would be paid for3 
hours overtime, or about—they would get in this elapse of time— 
would be paid for 8 hours straight time or 100 miles and then the 
3 hours at overtime which would give them another 1214 miles an 
hour. 

Senator Porrett. What do you mean 8 hours of work in 9 hours, 
or what? 

Mr. Gitpert. No. It is time elapsed. If their work is continuous 
the overtime would start at the end of 8 hours, but if they have a 
point or time release during their tour of duty which is almost a 
necessity in most of the suburban runs, although some of them sched- 
ule where they keep them running back and forth between these 
points. In this period of time that they have the layover that re- 
duces or let’s say it extends by 1 hour the period of time before 
which overtime begins. 

Senator Purretyi. Let us go back to that typical case. I think it 
is typical, anyway, of commuter service around New York. 

Let us take this train leaving New Haven, let’s say at 7 o’clock, 
probably getting into New York at 9. That is commuter service and 
this time elapsed may vary about a half an hour or more. 

Senator Lauscur. How many miles is that? 

Senator Purrexti. About 70, 75. 

Senator Lauscue. All right. 

Senator Purretu. In that case is it likely that that same crew that 
brought that commuter train in would take a commuter train out in 
the afternoon, say, at 5, and terminate at 7:30? Would it be likely 
to be the same crew ? 

Mr. Giteert. Well, of necessity, they would have to get him back 
to his home terminal, the carrier sets the home terminal and in setting 
up this turn-around passenger service they would provide some train 
by which he would make his return to New Haven. 

Senator Purrett. Work, you mean? 

Mr. Guperr. Yes They schedule those trains where they work 
them because for every commuter train they have coming in they have 
one going back, and as a result of that they work back. 

Senator Purrei.. Not immediately ? 

Mr. Gitzert. No, not immediately. 
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Senator Purrett. It may be 8 hours later? 

Mr. Gueert. Eventually they will have one going back, a return 
trip, because they set their schedules up on that basis. 

Now, whether this individual would get 150 miles or more would be 
contingent upon the elapsed time from the time he was called on dut 
at New Haven and the time that he returned there taking into consid- 
eration if he had a release in New York over a specified period of time 
the overtime would not start until the elapse of time——— 

Senator Purtet.. We are getting to the point I want to make. 

Obviously, he wolud have been away 12 hours or more from the 
time he left New Haven until the time he got back, but he would 
have been working, I would assume anyway, assuming it is a 2-hour 
run, he would have been, in fact, operating a train roughly 4 hours. 

Now, is he paid for that other 8 hours in which his services are not 
pnred but which he must be in New York ¢ 

r. Gitpert. Under the example you cited he would be paid 150 
miles. 

Senator Purrety. That would be what he would get even though 
it were 12 hours—— 

Mr. Giteert. Because I understood from Mr. Arpaia it was 75 miles, 
and under those circumstances he would get 150 miles because he 
ran 150 miles. 

Senator Purreit. And it took 12 hours to do it? 

Mr. Gitperr. Yes, sir. 

Senator Lauscue. Might I interrupt, Senator Purtell ? 

Senator Purrei.. Surely. 

Senator Lauscur. That would mean the 100 miles would be what 
is considered a standard day and the 50 miles would be considered 
what is beyond a standard day ? 

Mr. Gitpert. Well, they could not pay him under any circumstances 
after they called him on duty for this service less than the basic rate 
for 100 miles. And due to the fact that he ran 150 it would be 1 and 
¥% times the basic rate. 

Senator Purrett. In this particular case it would be the same— 
the way you and I are thinking, Senator, although it is described in 
units and so forth, it would be 150 percent of what you and I would 
call a day’s pay. 

Do they terminate in Bridgeport? I am trying to get this picture 
a little clearer. 

Mr. Arpata. I really do not know, but I do not think so. 

Senator Smatuers. In order to keep this record straight so the rec- 
ord will reflect what we are doing here, Senator Purtell is now directing 
the question to Mr. Arpaia of the Interstate Commerce Commission. 
Mr. Arpaia is undertaking to answer the question. 

All right, Mr. Arpaia. 

Mr. Arpata. I am not sure whether they originate any trains in 
Bridgeport. They have some connections with New Canaan, and 
some places like that. Whether that is the same train I do not know. 

They do originate some in Hartford, Springfield, and New Haven. 

Senator Purret.. Let us take a hypothetical case. Let’s assume 
that the point of origin was 40 miles—40 miles down and 40 miles back. 
In order to bring the train back and serve the commuter service there 
would still have been 12 hours elapsed time. Then what would the 
employee get? This would be a total of 80 miles. 
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Mr. Guipert. If he had the layover in New York as I specified 
he would be paid 13714. 

Senator Lauscue. The same hours? 

Mr. Guzerr. He reduced thisto12. It was 1214 a while ago. 

Senator Purtreix. All right, I have reduced it to 12 from 1214. 

Mr. Giueert. You did the hours, that is why it would not be the 
same. 

Senator Purrert. All right. But the case I am trying to cite, he 
would then be paid on what basis? 

Mr. Giipert. One hundred and thirty-seven and a half miles. 

Senator Porrett. Even though there are only 80 miles, in fact; 40 
miles down and 40 miles back ? 

Mr. Giizert. In that instance the hours would have exceeded the 
miles and the overtime starts at the expiration of 8 hours and the 
overtime rate is 1214 miles an hour and that would be 13714 miles. 

Senator Purretx. You are right, sir. 

I find it difficult to go back a pick up your testimony. 

On page 15, Mr. Gilbert, we were talking about full crews and 
you point out that numerous exceptions were written into the laws, 
for example, and then you read the statutes in various States. 

Now, these are the minimum requirements in those States for safety, 
I would assume. 

Mr. Gitzert. That isthe assumption. Yes, sir. 

Senator Purretu. But, are the agreements between the brotherhoods 
and the railroads operating in those States—do they embody as 
maximums the minimums of the State requirements? 

Mr. Giizert. Of course, our rules, Senator, are not based on par- 
ticularly the requirements of the law. 

Senator Purcett. I know they are not. 

Mr. Gitpert. And it would depend upon the type of equipment that 
may be operating in the particular State. Where they have the so- 
called full-crew laws and if it required, for example, an engineer and 
a fireman as an engine crew that would be the complement insofar as 
the crew is concerned. 

Senator Purrett. What I wish to ask is while you have pointed out 
the examples of the State statutes these are minimum requirements 
with which you must conform; but actually the size of the crew would 
be determined by negotiation between the brotherhoods and the rail- 
roads and they are pretty uniform, are they not? 

Mr. Guzert. Yes, sir; I think that is true. 

Senator Purretn. So, when we talk about the State statutes they 
have very little effect upon the number of the crew operating on the 
railroads. 

Mr. Gizert. I think in the overall picture that is correct, Senator. 

Senator Lauscue. Well, you couldn’t disregard a State law, could 

ou? 
f Mr. Gitpert. No; we wouldn’t. No, sir. 

Senator Lauscue. That is if the State law says you have got to have 
two you got to have them. 

Mr. Gitpert. They are there. Very few exceptions and then we 
direct somebody’s attention to that. 

Senator Purreru. If the State law said you had to have 2 you would 
have them, but if the agreement between the brotherhood and railroads 
said you had to have 5, that is the point I am trying to make. 
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I said these are the minimum requirements which they must agree 
to, but beyond this they have a standard, really a standard crew, have 
you not, that would meet, in most instances, not only the minimum but 
far exceed the minimum requirements of the State, so this really does 
not mean much except to say that you have State regulations that spell 
out the minimum requirements. 

Mr. Giteerr. That is correct. And I am sure that insofar as we 
are concerned none of ours exceed, even the agreement exceeds the 
minimum. 

Senator Purrett. That is what I thought. 

Now, we come down to this question that you spoke, about, on page 
16, Mr. Gilbert. 

You said: 

It is my understanding that some foreign governments operate their railroads 
at annual deficits recognizing the importance of national necessity and security 
in so doing. 

You certainly do not wish us to believe that we, the National Gov- 
ernment, should support and provide or offset by some sort of a con- 
tribution the deficit operations of any of our railroads, do you? 

Mr. Gitpert. The point that I was trying to make that it has 
been recognized by some of these governments, and I visited some of 
those railroads last fall, that they are of sufficient importance that 
whatever is required to keep them in operation they do so because of 
their importance and security to the Government. 

Senator Purrety. Do you think, then, if it were determined that 
some railroads, and I might point out that I tried to before, that this 
is not as dismal a picture as some of the testimony led you to believe. 
These railroads are not all in financial difficulties. As a matter of 
fact, a great number of them are in relatively good shape financially 
— — information given this committee. But there are some in 
trouble. 

Then there may be a long-range problem that we have got to, if we 
can, anticipate and address ourselves to. Would you suggest then to 
those railroads that find themselves in financial difficulties and facing 
financial difficulties, that we should supply in some way a direct 
subsidy as is done by government elsewhere ? 

Mr. Gitpert. We have not advocated asubsidy. We have advocated 
areal = pleoeat and we feel if they get that the subsidy will not be 
needed. 

Senator Purret. I just did not want to be misled by your testimony 
here since where foreign governments operate their own railroads, 
they, of course, are responsible for the deficits and must make them 
up, or in the public interest they might be given very low rates and 
still find it 

Senator Lauscue. Will the Senator yield at this point? 

Senator Purretx. I would be very happy to. 

Senator Lauscne. Are you of the belief that the railroads are get- 
a ual treatment with the competing modes of transportation ? 

Mr. Girpert. I am not. 

Senator Lauscue. That is you feel—others are being subsidized at 
the expense of the railroads ? 

Mr. Gizpert. I feel that the railroads are not being given equal 
treatment with the other forms of transportation. 
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Senator Lauscue. That as we know, that the airlines are subsidized 
practically in three ways, by direct subsidies, building of airports, and 
the provision of directional service through traffic controls. 

Is that what you have in mind ? 

Mr. Gitpert. We have been crying, so to speak, as the voice in the 
wilderness for many years about this unfair competitive situation as 
between the railroads and other forms of transportation. 

Senator Lauscne. Are you able to express an opinion concerning the 
adequacy of the contribution made by the truckers in the building and 
~ tae of the roads having in mind the use they make of 
them 

Mr. Gizert. I am no expert at that and I understand the experts 
are making a study as to whether or not they are. 

I think that was contemplated by the daboen bill. 

Now, I am not qualified, don’t consider myself qualified. 

Senator Lavuscur. What about the barge lines? Do you think they 
are being subsidized ? 

Mr. Guzert. From the information I have obtained they are getting 
a treatment different from that accorded the railroads. 

Senator Lauscue. There is no question about it. 

Thank you very much, Senator Purtell. 

Senator Purre:t. I think what we are trying to do is find out what 
the facts are here, if it can be done by any questions from any direc- 
tion I, as one, would welcome it. 

We are simply trying to find out what is the truth, what is the 
situation. What are the facts? And I might say at times it is a 
rather confused picture as your probably recognize. 

I would like to address myself to mergers and consolidations. 

You have indicated pretty much, I judge, in your answer to the 
Senator from Kansas, that you are generally opposed to mergers or 
consolidations ? 

Mr. Giieert. Yes, sir; for the reasons that are obvious. 

Senator Purrexy. But, if in the public interest it was determined, 
and we do have shifts of population and shifts of tonnages, as a 
matter of fact, because of the shift of corporations many times of 
businesses and so forth—if in the public interest it was determined 
that mergers and consolidations were, in fact, in the public interest, 
you would not certainly oppose them, would you? 

Mr. Giueert. I would have to say we would do just exactly what 
we do now. When the mergers are effected whether we protest or not, 
we then cooperate to the extent of our ability in making the transition, 
that is also necessary. 

Senator Purrett. That wasn’t the question. I am sure you do. 
But, that is after a merger has been effected, after your workers have 
been affected to the extent that they might be laid off or no jobs are 
available because of mergers. 

Mr. Girpert. It is before that, Senator. When these things happen 
there is always an allocation of work as between the men involved 
and that allocation always falls on the chief executives of the organ- 
izations represented. The railroads’ executives step back there, they 
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say this is your job and after we do our best and come up with a 
determination as to how the jobs should be allocated then the carrier 
representatives then pe them in effect, most generally. 

enator Purrety. But you do not wish me to understand that you 
are against mergers and consolidations just because they are mergers 
and consolidations, because in some instances it might be determined 
that they are, in fact, in the public welfare and in the long run pos- 
sibly in your welfare, too? 

r. Gripert. I am an American citizen, of course, and I am for 
whatever is good for our country and whatever is good for our country, 
I am sure, is good for the people we represent. 

Senator Purreity. I have no more questions. But I do want. to 
compliment the witness for the testimony. It has been very helpful. 

Senator Smarners. All right, Mr. Gilbert. I have a few questions 
most of which have been answered. 

First, I would like to say with respect to the statement which you 
delivered on page 21 and 22 is very full with respect to what you be- 
lieve about competition and subsidization by the Government of com- 
peting modes of transportation. I think that will be very helpful. 

What is the average annual income of the top engineer? What 
does he make a year, would you say ? 

Mr. Gitpert. They operate on the basis of mileage regulations and 
it would depend in what service that he would put his entire year in 
working as to what he would be paid. 

Senator Smatuers. What would be an average ? 

Mr. Gitpert. Let us say somewhere between seven and eight thou- 
sand dollars. 

Senator Smatuers. Seven and eight thousand dollars? 

Mr. Gitzerr. That may be a little low, but it would be close as an 
average. 

Senator Smaruers. It would not be an average of over $10,000. 

Mr. Grpert. Oh, no. 

Senator Smaruers. Do you have any idea what the average airline 
pilot gets a year ? 

Mr. Giupert. If my information is correct, it is about $18,000. 

Senator Smaruers. Do you have any idea what the average bus 
driver makes a year? Intercity bus driver. 

Mr. Giizert. No, I do not. 

Senator Smaruers. I wonder if you could get those comparisons 
and let us put them in the record at this point. I think it would be 
helpful to us all to see the relative amounts the top men in each mode 
are getting. 

Senator Purcet,. You want truck drivers, too? 

Senator Smatruers. Yes, the various modes of transportation. That 
includes truck drives, bus drivers, and all the rest. 

Mr. Giipert. If that information is available we will furnish it, sir. 

Senator Smaruers. All right, that will be incorporated in the 
record at this point. 
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(The information mentioned above is as follows :) 





Comparison of average rates and earnings airlines, over-the-road bus and truck 
drivers with those of train and engine service employees, class I line-haul 
railways, 1958 











Average rates and earnings 

Straight-time rates (average)! Average 

annual 

earnings 
$22. 01 $0. 2201 $2. 75 $7, 060 
21.45 . 2145 2. 68 8, 866 
19. 05 . 1905 2. 38 8, 338 
18. 75 . 1875 2. 34 5, 470 
18. 25 . 1825 2. 28 7, 128 
16. 69 . 1669 2.09 7, 122 
18. 90 1890 2. 36 6, 755 
19. 38 1938 2. 42 8, 271 
19. 40 1293 2. 43 7, 494 
17. 25 . 1725 2.16 5, 370 
17. 55 . 1755 2.19 6, 901 
16. 98 1132 2.12 6, 354 
at cele . 0645 19. 36 18, 582 
Re Si eOR hc ec alae ibapedseegehl dete apeuagais . 0396 11. 87 11, 391 
sk hk iad ibn dee anion ebecdeda . 0379 11. 36 10, 903 
escalate ditiatecn: eagiberinadn eeudlinciets WEE icepancnaence 5, 613 
Sgt Seok tale erie é 2. 43 5, 054 





1 Straight-time rates for train and engine service employees computed by dividing cumpenentinn paid 
for straight-time hours by the total of miles actually run and miles paid for but not run. aily rates are 
figured on the basis of 100 miles a day for all but conductors and brakemen in passenger service, for which 
classes 150 miles a day is used. The hourly rate is the daily rate divided by 8 hours. 

2 The scale used is for Eastern Air Lines. There are some variations in the details by which the various 
airlines pay their fiight personnel. The differences, however, are not substantial in their effect on total 
compensation. The level for Eastern Air Lines is typical for that of other airlines in the industry. Rates 
and earnings shown are for 80 hours, half-day and half-night, on a L-1049C; this is a 4-engine Constellation 
aircraft that may be considered typical as to size, weight, and speed of the larger planes operated by air- 
lines in the United States. 

3 The mileage rate shown is for a class A driver on lines east of Pittsburgh, Scranton, and Albany, and 
includes 3 mills cost-of-living allowance. The annual earnings are for all drivers for 1957. 

4 The mileage rate used is that for drivers of tandem axle units (5 axles), effective February 1, 1958. The 
annual earnings are computed on the basis of 8 hours a day, 5 days a week, using the hourly rate. 

Source: Interstate Commerce Commission, Statement M-300; union agreements. 


SUPPLEMENTAL TECHNICAL NOTE TO COMPARISON OF AVERAGE RATES AND EARNINGS 
SUBMITTED TO THE SURFACE SUBCOMMITTEE OF THE SENATE COMMITTEE ON INTER- 
STATE AND FOREIGN COMMERCE ON APRIL 10, 1958 


Computations of annual earnings of railroad operating employees presented in 
the table submitted by the Railway Labor Executives’ Employees on April 10, 
1958, were based on the 12 monthly reports of the Interstate Commerce Commis- 
sion on the Employment and Compensation of Railroad Employees for the year 
1957. Since that report was made to the subcommittee, the Interstate Commerce 
Commission summary report for the year 1957 has become available. This sum- 
mary report contains some revisions and corrections of the preliminary informa- 
tion contained in the monthly reports and adds details of retroactive compensation 
not fully presented in such monthly reports. We have recomputed the annual 
earnings for the railroad operating classes for the year 1957 using these revised 
basic figures. For a few of the classes—particularly locomotive engineers—the 
revised figures are measurably higher than those presented in our summary tabu- 
lation and comparison of April 10, 1958. For that reason, we are furnishing the 
revised figures—as computed from the annual summary, herewith. 
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Locomotive engineers : 
OUR TOL G NG aca cien cst ten em gentamicin nim wo egicynssigic se athjantiniatea totais $7, 305 
eI; Nien tsps cig arse neti taeelnbaasaiaiineaiebin dalbakaataamaiiil 9,138 
I ne sea cesetnas ahs bs diinnor ed eaaliaanietk leat canaiaaatia ana Lad 8, 606 
Locomotive firemen : 
PCO TRON acs cs ntes oso erenabelnssotiincpemrictsliigiaebanneaaindacbdal 5, 473 
CO ie sienna wsign ent cibiee elon cians a iain giants 7, 135 
I ao inl cdbserncc sins an Gos uanapnpiginsidccipe padi beeline alien 7,121 
Conductors : 
SO URI SAIN cn es ciated hater ts cate et ceca pclae ipelisen ile Sindee aeeaaenea 6, 921 
MUI FINN iii isda chs eecinc.ns ecpiadpningtten ahd Detartasaleh Adelina tapes adie aati 8, 440 
NOD ins cre eet a cieciec tiga enin an ch tening haat nian anna 7, 664 
Brakemen : 
UII SN os esses as tm cranes gieesctveledbsicaoars chiesenceepiallen aka aed 5, 455 
TOR) SHC foi add cn edd dnsicnaiteninn lana adnan 7, 006 
eR nosed Sia ih bei ha bd ies hte th dc ubnlclcte pcan ce eel eeia 6, 462 


These averages have been computed by dividing the total compensation paid 
these employees including all straight time, overtime, vacation pay, and other 
constructive allowances by the average number of employees on the payroll. 

Senator Smarners. What is the average age of these top engineers 
that you have ? 

Mr. Giteert. That’s a rather difficult one because we have informa- 
tion on some railroads, I think I heard one railroad president, the 
other day, talk about an engineer he had on his railroad that was 83 
years old. 

Now, that might be classified as a horrible example, but the average 
would be somewhere around 60, I would say, without getting the 
classifications. 

Senator Smatuers. Does your program have compulsory retire- 
ment features in it ? 

Mr. Gitpert. You mean insofar as our organization is concerned ? 

Senator Smatruers. Yes, your organization. 

Mr. Gitpert. Yes, organizationwise we have, but that isn’t carried. 
out completely on the railroads, although there are some committees of 
our organization that have agreements with certain of the American 
railroads that require retirement at age 70. 

Senator Smaruers. At age 70, for engineers? 

Mr. Gizpert. On the roads where we represent engineers, that’s 
true; and I think the same is true on certain railroads where the engi- 
neers are represented by the Brotherhood of Locomotive Engineers. 
We have joint agreements on some of the railroads. 

Senator Smaruers. Are you generally familiar with the require- 
wast of the CAA with respect to physical examinations on the part 
of pilots? 

r. Gitpert. Only from what some of the pilots have stated to me 
that I have talked to in riding the airlines as I have to do sometimes 
to meet the schedule that I set up. 

Senator Smaruers. When you ride an airline, do you like to feel 
that that pilot that has been flying that plane has been able to pass 
his physical examination in good shape and that his reflexes are good, 
and that he is sufficiently adept to handle whatever emergency might 
arise ¢ 
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Mr. Gitpert. Let’s put it this way, Senator. If I didn’t think he had 
those requirements I wouldn’t be on there. 

Senator Smatuers. That is right. It constitutes some comfort to 
you. 

Mr. Gitpert. Yes, sir. 

Senator Smaruers. Do you think that similar safety provisions 
should be enacted with respect to the engineers who drive these large 
diesel engines that go at these tremendous speeds ¢ 

Mr .Guzzert. It is already in effect, sir. When these employees reach 
a certain age they are required to undergo periodical physical exami- 
nations and the deficiencies, if any, are located. 

Senator Smaruers. Who requires them to undergo this ? 

Mr. Gitsert. The railroads on which they are employed. 

Senator Smaruers. The railroads on which they are employed ? 

Mr. Gizpert. Yes, sir. 

Senator Smatruers. Do all the railroads have the same standards? 

Mr. Gitsert. Well, now, standard physical qualifications or with 
respect to examinations ¢ 

ator SmarHers. With respect to examinations and physical 
qualifications. 

Mr. Giteert. I am not familiar enough and in many cases they do 
not tell us what their physical standards are. They do the physical 
examination. If we feel that they are a little too severe in light of 
the physical condition of the employee, then we sometimes talk to 
them about it. But we have not set the standard. They set the 
standard. 

Senator Smatuers. Do you think that railroad that lets that 83- 
year-old engineer drive—do you think that is a pretty severe standard 
they have? 

Mr. Giteert. Well, this president, I can only say what he said 
to me, in which I concur. He said that we found that this was a little 
beyond the age that we thought was safe. 

Senator Smaruers. But he was still driving the train ? 

Mr. Giupert. He did, yes; he was working until then. 

Senator Smaruers. Do you think this matter should be turned 
over to the ICC and that there should be some additional authority 
given to the ICC with respect to these safety matters? 

Mr. Gitpert. That is a matter, I think, that has the most severe 
exercise on the part of management now in which we do not desist 
and we think that is in the interest of safety and we have no difficulty 
with that phase of it. 

Senator Smatuers. Well, in the interest of the general public you 
would not object to the ICC setting some rules with respect to physical 
examinations and age limits and things of that nature on these fast 
moving trains? 

Mr. Giuipert. I would want to think that over before I would make 
any definite commitment and, too, I would like to see what standards 
they may think were adequate. In other words, before I would want 
to commit myself approving it, I would like to do that; I am a cautious 
individual in that respect. 

Senator Smatuers. I can understand why in that respect. Of 
course, you would appreciate that we must do whatever is desirable 
in order to bring about safety for the traveling public. 

Mr. GIvBert. We are for that. Yes, sir. 
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Senator SmarueErs. Now, to carry on Senator Purtell’s question 
aminute. You do not favor Government ownership of the railroads, 
do you? 

Mr. Gitzert. Not as such. I prefer that the things be done that 
should be done to have a strong and healthy transportation system 
under the private enterprise under which we are now operating. 

Senator Smaruers. And pursuing that thought, if there were some 
uneconomcial operations, then you would not have any objection to 
stopping those uneconomical operations in order to have a strong 
transportation system and in order that the Government does not 
have to take them over and run them? 

Mr. Gitsert. Well, of course, Senator, as I said in my statement, 
I said that I think that our system now is below what is should be as 
a standard to meet the task that would be put upon them if we should 
get into an emergency at this time. So, I would have to say that we 
think it is at an absolute minimum now and that if anything should 
be done at all, it should be expanded to meet these because, as I said 
early in the statement, I was alarmed and appalled when one of the 
railroad presidents said if we were to get into a war tomorrow, his 
railroad, because of its deterioration—if you want to call it that— 
could only do half as much as they were required to do in the last 
conflicts. 

Senator Smaruers. That is in the record. We have that in the 
record several places. 

In 1929 the railroads carried over 75 percent of the freight traffic 
in the United States. Today they carry less than 48 percent. 

Mr. Giupert. I understand that there has been a reduction in their 
portion of the interstate traffic. 

Senator Smatuers. If there has been a transition from the rail- 
roads to the truck, you would not want to oppose the discontinuance 
of moss particular trains where they actually had no freight, would 

ou? 

. Mr. GiBert. Well, the answer to that is to permit these railroads 
to compete on the same basis as the trucks for the business, and they 
will get the business. If they have the equal opportunity to compete 
for the traffic, some of these things we have talked about as being ills 
will be cured. 

Senator Smaruers. Well, you recognize that more and more people 
are pms in airplanes and that that growth will continue, do you 
not 

Mr. Gitpert. And in the same proportion, I believe as our popu- 
lation will continue, and it is forecast into the millions beyond what 
we now have. 

Senator Smatuers. You know we have accused the railroad presi- 
dents of not looking at the changing conditions in the United States, 
and I think Mr. Leighty said yesterday that they are still living in a 
dream world. 

In think it is important that you gentlemen who have charge of cer- 
in. of these railroad labor activities likewise not live in a dream 
world. 

I do not say you are, but I think that it is important that we all 
recognize that modes of transportation may be changing in some 
respect and even if we made them competitive, there is some doubt 
as to whether or not the railroads would ever get back the amount of 
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passenger traffic that they once had, because of airlines and since there 
are more airplanes and there are more facilities and so on. Now. 
we will not tear down those facilities and we will not destroy the 
airplanes. 

r. Gitzert. But if they are given the right to compete on equal 
basis, we think they will find their nitch, whatever it might be. 

Senator Smatuers. I think that is a sound statement. 

Let me ask you this: I notice in Mr. Leighty’s statement yesterday, 
on page 10, exhibit No. 17, they talked about the number of employees 
in class I railroads and so on and how they had diminished from 
1923 to February of 1958. The total number of employees had 
dropped from 1,857,000 to 861,000. In other words, there has been a 
reduction of roughly a million personnel in the railroads. 

However, regarding the executives and staff assistants, in 1928 
they had 16,880 officials, and in 1958, even though there has been this 
enormous reduction of these other people, there were still 16,430 
officials. Do you not think that evidences a rather topheavy struc- 
tural operation in the railroads ? 

Mr. Gitpert. Yes, and unfortunately, Senator, we have some in- 
formation from our people on some of these railroads that go far 
beyond what that exemplifies in the way of overstafling. 

Senator Smatruers. Would you not agree then that with mergers 
and consolidations of some of these railroads, we could eliminate some 
of these top officials and that it would strengthen the national overall 
transportation system and do so at a reduced rate ? 

Mr. Giupert. Well, I am going to be presumptuous enough, Senator, 
to say I think it could be reduced without going through the process 
of merging them. 

Senator Smaruers. That would be one area that we could bring 
about some improvement, would it not, so there will not be such a 
gigantic expense at the top of this railroad echelon ? 

Mr. Guteert. Well, that hasn’t always been our experience in those 
railroads that have already experienced consolidations, that it neces- 
sarily reduced the top echelon. 

Senator Smatuers. Mr. Gilbert, thank you very much for your 
testimony. 

Senator Schoeppel has one more question he wants to ask. 

Senator Scnorrret. Only one more question. I assume, of course, 

Mr. Leighty—and I am going to read his statement since I regret I 
was out of town yesterday when he covered the agricultural exceptions 
and many other phases that we are interested in from your stand- 
point and the organization’s and different other organizations’ stand- 
roint. 
Now, if, in the long-range approach to this thing there should be in 
the wisdom of Congress, some guideposts set for studies on mergers 
and consolidations, and in keeping with what you have said in a com- 
petitive private enterprise system, do you feel that that should not 
be required by governmental decree ? 

In other words, do you feel that every possible source of approach 
to that should be pursued on a voluntary basis? 

Mr. Gicperr. fou are talking now about the mergers, Senator? 


Senator Scnorpren. Yes. 
Mr. Grrzert. They have been in the past; those that have been 
accomplished we feel that they could continue in that same perspective. 
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Senator Scuorrre.. And you feel that that should be done on that 
basis rather than by enforced consolidation by the Government ? 

Mr. Gitpert. Yes, I surely do. 

Senator Purrety. I have one question. Mr. Gilbert, of your total 
membership of the brotherhoods that you represent, how many of them 
have regular runs that assure a regular weekly income ? 

Mr. Gicsees. Well, they would be 90 percent, I would say, of the 
employees that they maintain would be on we would call assignments. 
The remainder would be on what we call our extra boards and I 
think that maybe 10 percent would be a little high, but when you take 
into consideration some of them are in pool and chain-gang service, 
which is another form of extra service, not extra service but service 
contingent upon the traffic, I think 10 percent would not be exorbitant. 

Senator Purre.y. So, it would be 10 or less on the spare board ? 

Mr. Gitpert. Yes. 

Senator Smatuers. Thank you, Mr. Gilbert, very much. 

Mr. Gieerr. I want to express my appreciation, Senator, to you 
and the others of this committee for the courtesy and the kind atten- 
tion you have given to these remarks I have had to make; thank you, 
very much. 

Reantor Smatuers. I think that you railroad representatives have 
done a splendid job in presenting your case, and I think the people 
whom you represent can well be proud of the men that represent them. 

Mr. Giteerr. Thank you, sir. 

Senator Smaruers. All right; we have Mr. Leighty back for the 
second go-around, and at this point we will insert the following 
statement : 


STATEMENT OF EUGENE V. ATTREED, VICE PRESIDENT AND DIRECTOR OF THE RAILROAD 
DIvISION, TRANSPORT WORKERS UNION oF AMERICA, AFL-CIO, TO THE SENATE 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


We are hearing and reading a great deal these days about the plight of the 
Nation’s railroads. The plight is real, and unless our National Government 
takes immediate and extensive remedial action the damage to our country will 
be grave. 

That the railroad managements and the greedy trusts they have served in the 
past are mainly responsible for the present difficulties in no way lessens the need 
for prompt relief now. That unsavory history, however, must be kept in mind 
in determining the nature of the remedies to be provided. We must make cer- 
tain that the relief is not exploited by financial manipulators. It is imperative 
that what is done be designed carefully to achieve our purpose. 

The proper defense of our country, the maintenance and expansion of its 
productive capacity and the economic well-being of our people require the sound 
maintenance of at least the existing network of national railroads. They are 
not now being properly maintained. The Pennsylvania Railroad alone admits 
that essential maintenance in terms of money is close to $200 million has been 
permitted to go undone. What this has already meant in terms of disruption 
of commerce and public inconvenience was illustrated by the almost total collapse 
of the Pennsylvania system for several days at the end of February this year 
and again last week. The number of train wrecks and deaths and injuries have 
been mounting and what this deferred maintenance threatens to life and prop- 
erty, in terms of probable wrecks, is appalling to contemplate. 

And once and beyond the damaging amount of deferred maintenance already 
accumulated, the Pennsylvania proposes to discontinue all heavy repair work 
on freight and passenger cars, to discontinue 12 percent of its normal rail renewal 
program and one-third of its normal tie replacements. 

The employees of the Railroads, for the most part excluded from the improv- 
ing benefits of unemployment insurance, have been the most immediate and most 
Serious sufferers from the railroad crisis. To them the managements have 
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shifted a substantial part of their financial burden. In the last 6 months the 
Pennsylvania has laid off 11,000 employees. Men with 20 years and more of 
railroad service have exhausted their unemployment benefits under the Railroad 
Retirement Act and, with their families, are now the public concern of the rail- 
road communities. And the Pennsylvania now announces the impending lay- 
off of 3,000 more. The plight of these employees is also the immediate and 
pressing concern of Congress. 

The Transport Workers Union of America, AFL-CIO, representing over 
25,000 railroad employees urges prompt congressional adoption of the following 
program: 

1. Increase to $60 the weekly benefits for unemployed railroad workers and 
extend the period of benefit eligibility to 39 weeks in each year of unemploy- 
ment applicable to all unemployed covered by Railroad Retirement Act contribu- 
tions within the past 3 years. 


2. Lower to 60 years the age requirement for railroad retirements—it is 
already at 60 for female employees. 

8. Eliminate the 10 percent Federal Excise tax on passenger travel. 

4. Eliminate the 3 percent Federal tax on freight traffic. 

5. Pay the railroads the full cost of their service as mail carriers. 

6. Eliminate discriminatory State and local taxes. 

7. Make available through the RFC or other Government agency the funds 
necessary for the proper maintainance or replacement of existing equipment 
and track, such work to be performed by railroad employees were so performed 
in the past. 


WasuHInerTon, D. C., March 24, 1958. 


Mr. Leicury. I will attempt to be very brief. First, I want to say 
one thing about the question that Senator Lausche asked me yesterday 
about the article that appeared in the Reader’s Digest. I want to say 
in that connection that the agency proposition was brought in and he 
referred to an agent who only worked, I think, 59 minutes a week, and 
the Commission refused to permit him to discontinue the station. 

I want to say that there is no basis in the record anywhere to show 
that the man only worked 59 minutes a week. The North Western 
official determined in a roundtable conference that there were certain 
traffic units and they would allocate some minutes of work to a traffic 
unit. We have had hearings in Minnesota, Iowa, and South Dakota, 
and have proved conclusively that those traffic units had no bearing 
whatsoever on how long a man had to work. 

But, to get back to this situation just briefly, I want to say that, in 
this particular case, the agent was working on a part-time job. He 
was not assigned or paid for 8 hours a day. We had already agreed 
with the carrier that there wasn’t sufficient work to warrant agency 
service, and why the Commission denied the case when they granted 
other applications where revenues and work were 5 or 6 times as much 
is something I don’t know. But that isn’t something that should be 
Soa to the organization. 

I do want to say a word or two about the North Western situation be- 
cause a portion of this testimony is based on our personal experience 
with Mr. Heineman. And his testimony and that of his associates in- 
dicate quite clearly that they want to get out of the railroad business. 
He said that they took steps to discontinue pickup and delivery service 
in order that they could get out of the service and they lost several mil- 
lion dollars doing it. He said there wasn’t sufficient profit in han- 
dling less carload traffic. That is one of the statements he made. 

In South Dakota, for example, he proposed to abandon 69 out of 99 
stations in the State of Iowa; the business of those stations was over 
$4 million. He claimed he could make a saving of $2,500,000, even 
though the patrons testified that the amount of business he would lose 
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would range up to almost 50 percent of the business he is now getting 
and it is common knowledge that the cost of moving a freight car, 
loaded with freight, is about 50 percent, that is, out-of-pocket costs, 
about 50 percent of what they receive. 

He also has taken other steps, and so have other railroads in that 
territory. One which he had formerly been connected with, the 
M. & St. L. And based on what has happened there and what has 
happened on other railroads, we have concluded as I outlined in my 
statement. 

They have abandoned passenger trains; they got rid of their 
through service to the coast in connection with the Union Pacific and 
the Southern Pacific. Whose fault it was isa matter of dispute. But 
it isn’t too important. 

My point is this: They attempt to dry up services that bring them 
revenue, and that matter can be saneal e have complaints from 
railroad employees in all of the crafts about their various activities 
that they are engaging in to get out of the railroad business, and, 
frankly, those complaints are of such a serious nature and are of such 
magnitude—lI said I would just take 5 minutes of your time, so I don’t 
intend to belabor the point, but I could spend hours telling you about 
it. Because of this situation, because of the complaints of our people, 
we seriously and sincerely suggest to this committee that the greatest 
service it can perform to the railroad industry and to the public is to 
conduct a thorough and detailed investigation to develop and document 
the facts as to what is taking place to dry up passenger business, 
branch-line service, less-carload service, and other operations of a com- 

etitive nature in which railroad corporation managers have engaged 
in their efforts to convert the industry from a public-service industry 
into a monopoly for the benefit of corporate financiers. 

We who Saas devoted our lives to the railroad industry and are 
continuing to devote our time and services to the railroad industry 
and the workers we represent, whose lives are wrapped up in the 
industry and who know the facts, cannot avoid concluding that if 
the course of railroad management under corporate ownership is 
irretrievably set in its present direction, serious consideration must 
be given to Government ownership and operation in order that the 
public may receive the service it is entitled to to take care of national 
defense, and so that the public will have the backbone transportation 
service that it needs. 

We hope that that will not be necessary, but we do think that the 
railroads are heading in that direction. 

Thank you. 

Senator Smatuers. All right, sir. 

Now, the chairman has a short statement he wishes to make be- 
cause this will conclude our public hearings. 


STATEMENT BY SENATOR GEORGE SMATHERS, CHAIRMAN OF THE 
COMMITTEE 


Senator Smatuers. The hearing today marks the end of the inquiry 
by the Surface Transportation Subcommittee of the United States 
Senate into the condition of the American railroads. The hearings 
have been underway since January 13. 
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In the intervening weeks, the subcommittee heard 102 witnesses, 
representing railroad management, motor carriers, airlines, water 
carriers, shipper and user organizations, and State and Federal regu- 
latory bodies. We have received the views of prominent Government 
officials, financiers, transportation experts, and scholars from the 
country’s leading educational institutions, and, of course, represent- 
atives of the many railway labor organizations. 

A vast majority of the witnesses have been most helpful to the 
subcommittee. For this we wish to extend our thanks. 

I think we learned a great deal as the hearings progressed. There 
has developed a broad picture of the railroads’ problems, and there 
has been established a relation between the railroads and the roles of 
our other modes of transportation. Each performs a vital service. 
The functions of each must be preserved for the sake of an expanding, 
vigorous economy—for the sake of a strong and stable nation. 

It seems apparent that all is not well with the railroads. But to 
restore health to the railroads will require more than outside ministra- 
tions or legislative action. The patient must also demonstrate a strong 
will to health and an aggressive spirit to compete in the struggle for 
existence. 

The problems of the railroads are wide and varied—some are im- 
mediate, while others are long range in scope. As might be expected 
in a situation with so many complex factors, these is a wide divergence 
of opinion regarding a solution. 

owever, one thing is certain. The solution is neither simple nor 
easy. nig will not be found in a single program, nor in a single ap- 
roach. 
Y Our subcommittee has not reached any conclusions regarding a pro- 
gram of immediate relief. A great deal of study and review of some 
20 volumes of testimony will be necessary before comprehensive rec- 
ommendations for constructive proposals can be made. 

It is our hope that from this mass of recommendations, we will be 
able to arrive at some general conclusions upon which we can agree. 
Unlike most of the witnesses before our committee, we have no clients, 
nor special interest groups to represent, nor do we have any personal 
interest in the railroads or other transportation mediums. We strive 
to further the interests of the general public. 

Our job will be to sift and study all this testimony, to see how and 
where we can best serve the public interest by strengthening our rail- 
roads and our transport system, thereby creating useful jobs and but- 
tressing our economy. 

The committee has received numerous letters, telegrams, and state- 
ments that will be included in the record at this point. 

The hearing is concluded. 

(Whereupon, at 12:40 p. m., the subcommittee was adjourned and 
the hearing was concluded. ) 
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(Additional statements filed with the Committee follow :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE oF DEFENSE MOBILIZATION, 
Washington, D. C., April 9, 1958. 
Hon. Grorce A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, 
Senate Committee on Interstate and Foreign Commerce, 
Washington, D. C. 


Dear SENATOR SMATHERS: In connection with the recent hearings of the Sur- 
face Transportation Subcommittee, I am transmitting herewith for the use of 
the subcommittee the statement which I had intended to make on behalf of the 
Office of Defense Mobilization concerning the importance of the railroads to 
national defense. I regret very much that changes in the schedule of the hearings 
prevented my appearance in person. 

If there are matters related to the role of the railroads in mobilization pre- 
paredness which are not covered by the attachment but are of interest to the 
committee, I hope you will let me know. 

Sincerely yours, 
Joun S. Patrerson, Deputy Director. 


STATEMENT OF JOHN S. PAtTrerson, Deputy DIREcTOR OF THE OFFICE OF DEFENSE 
MOBILIZATION 


Mr. Chairman and members of the committee, I am John S. Patterson, Deputy 
Director of the Office of Defense Mobilization. The Director, Mr. Gordon Gray, 
who is out of the country, regrets that he is not able to be with you today 
to speak on the importance of the railroads for national mobilization. I appre- 
ciate the opportunity to appear in his place. 

There is no question about the importance—indeed the essentiality—of the 
railroads to national security. 

ODM’s responsibilites with respect to transportation stem primarily from 
two statutes. Under the National Security Act of 1947 the Director is required 
to advise the President concerning the coordination of military, industrial, and 
civilian mobilization, including programs for the effective use of transportation 
facilities and services in time of war. Under the Defense Production Act the 
Director is authorized to extend certain forms of financial assistance to increase 
productive capacity, supplies, and services for national-defense purposes. In 
addition, under section 168 of the Internal Revenue Code, rapid tax-amortization 
privileges were granted for the same expansion purposes. In handling each 
of these broad and related assignments we rely upon our delegate agencies— 
other agencies of the Government—to carry on the programs under our policy 
guidance and coordination—the Interstate Commerce Commission for railroads, 
motor transport, and storage facilities; and the Department of Commerce for 
air and ocean transport. 

Our mobilization readiness actions in the transport field, as in others, depend 
upon estimates of requirements for services under conditions varying from a 
Korean type emergency to a full-scale enemy attack on this country. During 
the Korean war, a number of programs were designed to stimulate expansion 
of transportation capacity by the use of incentives which were then available. 
In the railroad industry, expansion goals were established with respect to 
diesel locomotives, freight cars, passenger cars, and terminal and road facili- 
ties. For these purposes and during this period, two Defense Production Act 
loans totaling about $18 million were granted and accelerated tax amortization 
in the amount of $5.9 billion was certified. These goals have been closed now 
for some time, generally because it became evident that the industry, even 
with Government assistance, would expand its facilities only to the point 
justified by current or predictable peacetime operations. 





2192 PROBLEMS OF THE RAILROADS 


ODM also provided similar assistance to competing forms of transportation, 
which I shall not detail here, since I understand you requested me to comment 
on the essentiality of railroads as related to defense. Our past expansion pro- 
grams recognized—as do our current planning programs—that all forms of trans- 
portation have their place in mobilization to meet an emergency. 

The airlines provide high speed transportation of personnel and of material 
of relatively light tonnage. 

The inland waterways move huge tonnages of bulk goods although the 
transit periods are generally long and points served are relatively limited. 
Highway transportation is very flexible and is especially adapted to moving 
general merchandise cargoes and reaching points not served by other forms of 
transportation. 

The railroads in an emergency, regardless of its character, have been and 
are likely to continue to be the backbone of public freight transportation. 
They provide the best means for moving heavy tonnage where speed and 
flexibility are required with the minimum use of manpower and fuels, both 
of which in an emergency will have heavy demands placed upon them. 

In 1955, the Director of the Office of Defense Mobilization was 1 of the 3 
members of the Presidential Advisory Committee on Transport Policy and 
Organization. I should like to call your attention to the conclusions of that 
Committee—conclusions which are equally valid today. The Committee said 
that: 

“While a general transportation policy should concern itself primarily with 
our developing national economy, it must also be concerned with potential 
defense requirements. In the latter context two primary objectives may be 
noted: (1) To emphasize the growth and development of the several forms 
of transport somewhat in accord with the proportional demands that defense 
will make upon them, and (2) to support their financial well-being to the end 
that they will be physically in excellent shape and possessed of a desirable 
flexibility and some degree of excess capacity. A policy under which the 
transportation enterprises generally live in precarious financial position is 
not a policy calculated to enhance our preparedness. Any policy which has 
the effect of weakening any form of transportation on which we must place 
major reliance in the event of war is not a satisfactory defense policy.” 

The President’s Committee went on to point out that: “The railroads may 
be expected to have the greatest flexibility in accommodating an expanded 
domestic traffic with a minimum increase in equipment, since other forms of 
transportation as a rule require additions to equipment in direct ratio to an 
increase in traffic handled, and this is not the case with the railroad industry. 
Any policy which strengthens the railroad base will tend to increase the built-in 
flexibility of our transportation plant.” 

Now let us look ahead at the requirements of any future mobilization to 
visualize what demands would be made on the railroads. We recognize the 
possibility that our Nation may be faced with various types of emergencies, 
ranging from limited wars in far corners of the globe, to an all-nuclear attack 
on the continental United States. To the extent that we can, we must prepare 
to meet this full range of possibilities. 

Since a limited war would not greatly tax our national transportation re- 
sources, I will address my remarks to two types of situations: one, a full 
mobilization without massive attack on the United States; and the other, an 
all-out attack. 

Rapid changes in technology have changed the nature of military requirements 
and reduced expected procurement levels. Full mobilization without massive 
attack on this country is not expected to place on transportation a burden as 
great as that encountered in World War II. Despite this fact, the movement 
of military equipment and forces to points of concentration, the acceleration of 
the rate of procurement of military items in short supply, and of raw materials 
to produce them, added to the needs of an essential civilian economy, would 
place heavy demands on transportation, especially in the early months. Since 
the nonrail forms of transport do not have the basic capacity of the railroads, 
more than a proportionate share of the demand for transportation would prob- 
ably fall on the railroads. Car shortages of considerable severity and scattered 
locomotive shortages would be almost certain to appear. 

This result—shortages of cars and locomotives—would occur most quickly if 
the mobilization began from a high level of economic activity. If it followed, 
instead, a low level of business activity, transportation shortages might take 
somewhat longer to develop. 





ee ae ee ee 


ee SS ee 








n,. 
nt 
'0- 
iS~ 


al 


1e 


of 
id 
d 


it 


we Bae Fe OO SD ee 


vr Pe eS 





PROBLEMS OF THE RAILROADS 2193 


War characterized by nuclear attack upon the United States would present 
anew range of transportation problems. 

After a heavy attack, our immediate domestic problem would be that of 
assuring the survival of our people. With millions of casualties, with lethal 
concentrations of radioactive fallout in many parts of the country, transporta- 
tion would be essential. It would be needed to move people to places of safe 
refuge, and to move food, water, medicine, and other necessary supplies to the 
people. Studies by the Department of Agriculture show that after an attack 
there might be very severe localized shortages of food, if transportation to move 
food were not available. 

Heavy atomic attack is most likely to create shortages of manpower. It is 
likely, also, to create severe difficulties with respect to the supply and distribution 
of petroleum fuels. Under these conditions, although all forms of transporta- 
tion would be needed for specific tasks, emphasis might have to be placed, for 
the bulk of heavy tonnage movement, upon those which are most economical 
in the use of fuel and manpower. Railroads are among the most efficient users 
of these resources in comparison to the ton-miles produced. More than usual 
reliance might therefore have to be placed upon them in such a period. 

We cannot know when or where we might be attacked. We cannot know 
what transportation capacity might survive a heavy attack. I am not suggesting 
that we should stimulate and maintain excess capacity in order to insure that 
we could meet our mobilization needs. That would be too costly and impractical. 
I think it is quite clear, however, that a healthy, well-maintained railroad sys- 
tem, which is adequate for normal economic activity, will tend to give the best 
assurance that the surviving elements will be of the greatest utility. 

From the standpoint of our national security, that should be our goal. 


ASSOCIATION OF AMERICAN RATLROADS, 
Washington, D. C., April 10, 1958. 
Hon. Grorce A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 


DeaR SENATOR SMATHERS: A recognition of the importance of bringing to a 
close at the earliest practicable date the hearings that have been conducted by 
the Surface Transportation Subcommittee has led me not to ask for an oppor- 
tunity to appear before the subcommittee for the purpose of rebutting certain of 
the testimony presented by other witnesses. However, on the proposals of the 
railroads with respect to competitive ratemaking and transport diversification 
there were so many statements made containing fallacious arguments or mis- 
stating the nature of the railroad proposals that I have felt it incumbent upon me 
to file a reply for the record. For this purpose there are attached a memorandum 
dealing with the opposition to our transport diversification proposal, two brief 
memorandums dealing with the opposition to our competitive ratemaking pro- 
posal, and a separate memorandum dealing with the testimony of Mr C. EB. 
Childe, appearing on behalf of the Inland Waterways Common Carriers’ Asso- 
ciation. 

There is also attached a memorandum dealing with the Interstate Commerce 
Commission’s opposition to the railroads’ competitive ratemaking proposal. 

In connection with another subject, the so-called agricultural commodities 
exemption for motor carriers, it is interesting to note that the Interstate Com- 
merce Commission’s Bureau of Motor Carriers has recently released an adminis- 
trative ruling (ruling No. 107, March 19, 1958) “for the purpose of making 
readily available holdings of the Commission and the courts, and Bureau opinions, 
relating to the status of various commodities under the partial exemption in 
section 203 (b) (6) of the Interstate Commerce Act.” To point up the scope and 
extent of the exemption as it has come to be construed and interpreted, there is 
attached hereto (under the caption “Excerpted Commodity List”) a list of the 
many commodities found in the Bureau of Motor Carriers ruling to enjoy exempt 
status under section 203 (b) (6) of the Interstate Commerce Act. It appears 
from the administrative ruling that this list of “exempt” commodities, lengthy 
as it is, is nevertheless incomplete since “only those commodities are listed as 
to which inquiries have been received in the past by the Bureau or which have 
been the subject of Commission or court proceedings.” A copy of ruling No. 107, 
in its entirety, is also attached to this letter. 
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Finally, there is attached a brief statement bringing up to date the statistics 
that indicate the increasing seriousness of the railroad financial situation. 

It would be greatly appreciated if you would have the statement last mentioned, 
the excerpted exempt commodity list and the various memorandums referred to 


made a part of the record of the hearings before your subcommittee on the railroad 
situation. 


Sincerely yours, 
DANIEL P. Loomis. 


RAILROAD REPLY TO STATEMENTS IN OPPOSITION TO TRANSPORT DIVERSIFICATION 
PROPOSAL 


The program of transport diversification proposed by the railroad industry 
has not been met on its merits by the spokesmen for truck, air, and water 
carriers. It has not been discussed in the light of the present economic sit- 
uation or with recognition of the present well-developed state of competition 
within the transportation industry. Moreover, the precise nature of the pro- 
posal has been ignored or misinterpreted by its opponents. 

Without disclosing dates, water carrier counsel presented 1914 and 1915 de- 
cisions of the Interstate Commerce Commission on questions of transporta- 
tion economics. In this he was outdone by counsel for motor carriers who 
obtained some of his economic analyses from 1912 archives. This is not pointed 
out by way of mere criticism; it is pointed out because 1958 economics present 
1958 problems in the transportation industry, which problems need 1958 an- 
swers—not 1912 or 1915 answers such as are being tendered by some to this 
subcommittee. 

Ignoring limitations inherent in the transportation diversification proposal 
and creating an atmosphere of confusion, spokesmen for the truck, air, and 
water carriers have presented arguments without factual or substantive basis. 

The president of American Trucking Associations has come before you and 
stated that the railroads propose that they be “allowed freely to enter into 
ownership and operation of other types of transportation.” He speaks of 
railroads moving into motortrucking “on their own terms and at their own 
option.” He refers to railroad-owned trucks battering rates below costs. Two 
trucking company executives, appearing under the auspices of American Truck- 
ing Associations, added to the confusion. One spoke of the railroads’ pro- 
posal as one to “own truck lines without restrictions” and proclaimed that 
under the railroad proposal the ICC would not have authority to regulate rail 
rates in the public interest. The other truck executive represented that the 
railroads seek the right to control another form of transportation, namely 
trucking, without restriction. He extolled the virtues of competition in trans- 
portation but, inconsistently and without analysis, denied that there are effi- 
ciencies in transport diversification which will pave the way for further com- 
petitive progress in the public interest. He waved the red flag of a truck rate 
war before you, completely disregarding the very real legal restrictions which 
properly prevent any such eventuality. 

Counsel for the trucking interests joined his clients before this subcommittee 
in creating an erroneous impression of the transport diversification program. 
His statement referred to “unrestricted” truck operation by the railoads. 
Counsel for the waterways made erroneous statements regarding railroad owner- 
ship of other transportation media “without restriction” and the alleged goal 
of railroads to operate “unrestricted water carrier services.” 

All these characterizations simply are not so. The transportation diversifi- 
eation proposal of the railroads, by its terms and by its operation, would not 
give a railroad the right “freely to enter” into water, truck, or air service. A 
railroad seeking to enter the field of highway or water common carrier trans- 
portation would have to obtain a certificate from the Interstate Commerce 
Commission authorizing such service. The railroads propose no change in 
respect of this regulation of entry into the field of a transportation service. 
Under the proposal, railroads desiring to engage generally in water, air, or 
truck service could obtain certificates only upon meeting the same standards 
and tests as are today imposed upon others seeking to enter such fields. How- 
ever, the railroads do propose that all be given the same right to seek such 
authority, to meet those standards and tests, and to be granted authority un- 
encumbered by imposition of artificial restraints designed to confine such au- 
thority to operation in substitution for or auxiliary to any particular service. 

Contrary to the allegation of a rate war, not a single proposal of the railroads 
would remove rates from regulation by the Interstate Commerce Commission 
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as to the compensatory level thereof. Existing legal restrictions against a 
“helow cost of service” or “noncompensatory” rate structure will continue in all 
their vigor under the railroads’ propesals concerning competitive ratemaking 
and transportation diversification. With this regulatory restriction on rates, 
the waving of the red flag of a rate war before you is in fact merely the drag- 
ging of a red herring and is part of the confusion that appears to have been 
intentionally created at the hearings. 

It should be noted that counsel for the waterways has to admit that his 
allegations of a rate war stem from an era several decades past when the Inter- 
state Commerce Commission did not have minimum rate jurisdiction. For in- 
stance, under its jurisdiction over minimum rates today, and under the rail- 
roads’ proposal, the Commission does and would prohibit rates on a level “below 
cost of service.” The waving of this flag is so much nonsense. 

Another argument employed by almost every opponent of the railroads’ pro- 
posal on transport diversification was that it would lead to railroad monopoliza- 
tion of the entire transport field. The concept that any railroad company is 
likely to obtain a monopoly on all transportation is an unrealistic one. The 
hard fact is that railroads, although still very essential, no longer dominate 
transportation; and the same is true as to any particular railroad company. 
There are 113 class I railroads, and railroads collectively in 1956 handled 
slightly less than half—48.2 percent—of commercial intercity freight traffic in 
the United States as measured by ton-miles. In a recent publication, 50 United 
States companies having the largest gross revenues in 1956 were listed and only 
1 railroad company was included, and it was 46th on the list. The contention 
that such an industry, struggling to hold its own, or any individual railroad 
company, could monopolize transportation of all kinds simply does not make 
sense as of today. 

The factual situation does not lend itself to the railroads obtaining a monopoly 
of any form of transportation. This is because certificates of public con- 
venience and necessity have been issued over the years to operators in motor, 
air, and water transportation covering existing service and, generally speaking, 
new certificates will be issued only upon the applicant meeting the required 
standards and tests. Moreover, it is clear from McLean Trucking Co. v. United 
States, 321 U. S. 66 (1943), that the Interstate Commerce Commission in exer- 
cising its powers to authorize acquisitions of certificates to engage in trans- 
portation subject to its regulatory power must give weight to the policy behind 
the antitrust laws. 

None of the material presented in opposition to the transportation diversifica- 
tidén program has raised any doubt as to the basic premise that the shipping 
public through diversification, will be offered an increasingly flexible and efficient 
transportation service. It should be pointed out that the same efficiency is not 
available through mere through routes and joint rates between railroads and 
companies specializing in some other form of transportation. This is true be- 
eause such does not offer the railroad company, or other company, the greatest 
opportunity to make soundly productive and profitable us of both its manpower 
and capital. It is here that the greatest public benefit will flow from the trans- 
portation diversification proposal. 

The opposition of the trucklines, the barge operators, and the air carriers 
to the railroads’ proposal with respect to transportation diversification becomes 
meaningless when analyzed in its broad aspect. The president of the air asso- 
ciation argued that the railroad industry and railroad managements have 
nothing constructive to offer to air transportation progress. If such be the case 
then he and his clients have no reason to be apprehensive that the airlines will 
suffer from the competition of a railroad operating an air line service. The 
trucklines and the water carriers maintain that a corporate management pro- 
viding diversified transportation services would lose or destroy the advantage 
of each mode of transportation, yet contrarily maintain that a “single service” 
carrier could not hope to stay in business if diversified carriers also operated. 
Arguing, for instance, that a railroad owning and controlling a truckline would 
subordinate the truckline to the railroad and would have no interest in improv- 
ing and bettering truck service, it is contended, nevertheless, that the railroad- 
controlled truckline would achieve a monopoly of truck service. It would seem 
that the truck service offered by the railroad-owned truckline, while subordi- 
nated and retarded in every respect to the interest of the railroad, would, never- 
theless, afford such sufficiently attractive transportation service as to achieve a 
monopoly in the field. If, as contended by spokesmen for the trucking industry, 
the service of railroad-owned trucklines would be subordinate to the interests 
of the railroad, and if the railroads have nothing to offer in the way of im- 
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proved service, then the proposal should not cause the trucking industry a single 
sleepless night. On the other hand, if through soundly productive and profitable 
use of both manpower and facilities under a diversified program the service 
should prove as attractive as its opponents fear, then obviously the -publie 
would stand to gain. 


RAILROAD REPLY TO STATEMENTS OF INLAND WATERWAY OPERATIONS IN OPPOSI- 
TION TO THE RAILROAD’S COMPETITIVE RATE MAKING PROPOSAL 


We emphasize again that the railroad proposal is simply this: In passing 
upon rates which one mode proposes to meet the competition of another mode, 
the Commission shall regard as irrelevant the effect of those rates upon such 
other mode. But this does not mean that rail rates would be placed beyond 
the regulatory powers of the Interstate Commerce Commission. On the con- 
trary, the Interstate Commerce Commission would retain the power to consider 
or examine the compensatory nature of any competitive rate proposed and 
the burden of proof in that regard would continue to be on the proposing carrier, 
Nor could competitive rates discriminate against shippers ro communities or 
regions or anyone else entitled to protection under section 3 (1) of the Inter- 
state Commerce Act. The railroads have never suggested any relaxation of 
such controls by the Interstate Commerce Commission and they do not now 
make any such suggestion. 

In attacking the railroad proposal as to competitive rates, the barge lines 
make no effort to deal with the subtsantive nature of the proposal. They 
concentrate their fire on the railroad as a competitor prior to the time (1920) 
when the Interstate Commerce Commission was given control over minimum 
rates, and they seek to create the impression that the railroads are really 
trying to go back to the turn of the century. Thus does the barge line witness 
Childe tell the subcommittee: “But, Senator, what you are considering is 
whether the railroads shall be allowed to go just as far as they please” (Tr. at 
187), and he adds: “I merely say let the Interstate Commerce Commission have 
some control.” (Tr. at 220.) And Witness Wright, in resisting the same 
proposal, emphasized that “water carriers * * * are particularly vulnerable to 
attack from a nearby railroad which may choose to compete regardless of cost. 
In the absence of appropriate restraints, the rail carrier may drop his rates on 
the water-parallel route to whatever level is necessary to capture the traffic.” 
(Tr. at 386.) 

Such statements fail to come to grips with the proposal, since the railroads 
do not seek to “be allowed to go just as far as they please” or to make rates 
“regardless of cost” of performing service. 

In point of fact, the railroads’ proposal with respect to competitive rates 
would merely give the same right to them that the barge lines already have, 
under a special provision of the Interstate Commerce Act, to have barge rates 
regulated without regard to their effect upon the railroads. 

Section 305 (c) of the Interstate Commerce Act reads, in part, as follows: 

“Differences in the classifications, rates, fares, charges, rules, regulations, 

and practices of a water carrier in respect of water transportation from those 
in effect by a rail carrier with respect to rail transportation shall not be deemed 
to constitute unjust discrimination, prejudice, or disadvantage, or an unfair or 
destructive competitive practice, within the meaning of any provision of this 
act.” 
This has been authoritatively construed as meaning that, when the Commission 
reviews proposed water carrier rates, it may not consider whether they “ad- 
versely affect rail lines and the all-rail rate structure.” To do so, the Com- 
mission has held, would be inconsistent with “the proviso in section 305 (c).” 
Cotton from Memphis and Helena to New Orleans (273 I. C. C. 337 (1948) at 
365). As stated by the United States Supreme Court in J. C. C. v. Mechling 
(330 U. 8S. 567 (1947), at 579.) : 

“* * * Congress has decided this question of equitable rates as between rail- 
roads and barges. It has declared in unmistakable terms that the ‘inherent ad- 
vantage’ of the lowest cost of barge carriage as compared with that of railroads 
must be passed on to those who ship by barge. It is therefore not within the 
province of the Commission to adjust rates, either to equalize the transportation 
eost of barge shippers with that of shippers who do not have access to barge 
service or to protect the traffic of railroads from barge competition. For Con- 
gress left the Commission no discretionary power to approve any type of rates 
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which would reduce the ‘inherent advantage’ of barge transportation in whole 
er in part.” 

The railroads, by their proposal, seek no more than comparable recognition 
when the shoe is on the other foot. If, under the present state of law, the 
parge lines do not (and indeed, cannot) make their rates “regardless of cost,” 
we see no basis for their premise that the railroads would or could do so. The 
Commission would retain its present jurisdiction in this respect. 

It is indeed a remarkable thing that in the 456 pages of transcript covering 
the appearances of water carrier witnesses—most of whom concentrated their 
fire on the railroad proposal about competition rates—there is not one mention 
of section 305 (c) and the fact that barge rates cannot be regulated in the light 
of their effect on the railroads. 

None of the barge witnesses, in other words, comes to grips with the real 
issue—Why should rail rates be treated differently than are barge rates when 
regulated by the Interstate Commerce Commission? After all, there is sup- 

to be consistency in the national transportation policy, which purports to 
deal with the different forms of regulated transportation uniformly and in ac- 
cordance with the same principles. The railroads’ proposal is that the policy 
be made uniform in fact. 

In point of fact the rates on only 10 percent of the total tonnage of traffic 
moving by barge are subject to rate regulation, and even then cannot be regulated 
in the light of their effect on the railroads. In its 68th annual report, at page 20, 
the Interstate Commerce Commission stated that the exemption contained in 
part III of the Interstate Commerce Act “makes effective regulation of water 
transportation impossible.” 

Instead of dealing with the real issue, the barge line witnesses spend their 
time (1) criticizing the railroads’ rate structure and (2) trying to adopt the 
complaint of discrimination (if it exists to all) of the shipper who is not 
located on navigable water. 

First, the barge lines say that “railroad rates are made with such disregard 
of cost that literally millions of them are below cost as computed by the 
Interstate Commerce Commission” (Tr. at 114), and they suggest “there would 
be a lot more profit in the railroad till at the end of the year by charging 
compensatory rates instead of hauling the traffic for nothing, or trading dollars 
as they do today” (Tr. at 219). They say further (Tr. at 388) : 

“One cannot help wondering whether the railroads would not be in better 
shape financially if they would stop their efforts to increase tonnage on water- 
parallel routes at losing rates.” 

The short answer to this argument is that the railroads have no authority 
today to maintain “losing” rates, nor do they seek any. If the barge lines 
believe that they are confronted with competitive rates of this type, they have 
a clear right to file a complaint with the Interstate Commerce Commission. 





! The barge lines, through their Witness Childe and others, mean ‘‘full’’ cost when they say that railroad 
rates are often less. (Tr. at 119.) Witness Childe says ‘To my mind there is only one cost and that is the 
full cost.” (Tr. at 240.) 

In the case of railroad transportation, full costs are the sum of their out-of-pocket costs which vary with 
traffic over the long term and “‘a statistical apportionment”’ of their constant expenses. From aratemaking 
standpoint, such full costs have no real meaning, and the cost section of the Interstate Commerce Com- 
mission has said (Statement No. 4-54, November 1954, at pp. 20-21): 

“Prices are never based on an arbitrary apportionment of the constant or fixed expenses. Indirect ex- 
penses never burden all traffic proportionately, ton for ton, irrespective of the ability of the traffic to pay. 
Such an approach, indeed, would be contrary to the principle that low unit contributions to the constant 
costs may yield increased aggregate contributions as a result of added volume. 

. 7 * * * * 

«“* * * value of service (demand) is, indeed, the key to a ‘fair apportionment’ of the constant costs.” 

To make this point even clearer, the railroads can often make more net revenues from rates which are less 
than full costs then from rates which are equal to full costs. It all depends upon the effect of rate levels on 
a. as witness the following example (assuming an out-of-pocket expense of $3 per ton and a full cost of 

per ton): 














| 
Total Total out- | Total con- 
revenue of-pocket | tribution 
expense 
re ree Te —e 

DO NE Re ii 6k ail nine ocnendgtqnsanbumesdna wether $3, 000 5 Rt 
SE SUNE OE NO nas haiacln tre iiinuscdacuecapeeatelseekan oll 2, 800 2, 400 $400 
OU CUNO OE OG isis a os aidan ess ee 4h ee 1, 200 900 300 





a 


2198 PROBLEMS OF THE RAILROADS 


Upon a proper showing the Commission, under the law today and under the 
railroads’ proposal, would have no choice but to inquire into the compensatory 
nature of the rates and order canceled, as unlawful, such “losing” rates. So 
far as is known, no complaint of this kind has been filed in recent times. 

Of course, in wanting competitive railroad rates increased, the barge lines 
fool no one. With rail rates out of the way, and their claimed advantage ag 
low-cost carriers, including the help of substantial and undisguised subsidies, 
the barge lines would really be in clover. They would then be able greatly to 
improve upon their past rate of return, which they are “not complaining about” 
(Tr. at 95) and which the Interstate Commerce Commission says is 12.7 percent 
on their depreciated investment (almost 4 times the recent average railroad 
rate of return). 

Second, the barge lines, in their attempt to forestall competitive railroad rates, 
plead the case of the inland shipper whose rates, they say, must necessarily be 
on a higher level, and they argue “That kind of discrimination is the thing which 
I think is the worst evil of the competitive situation today” (Witness Childe, 
Tr. at 248). The barge lines insist that the railroad rates with which they 
compete be “High enough so that the discriminations would be at a mini- 
mum * * *,.” (Tr. at 208.) 

There is at least one point to be made clear at once. 

If higher rates to and from inland points constitute undue prejudice or prefer- 
ence or unjust discrimination to the shipping interests located there, the Inter- 
state Commerce Commission will continue to have exactly the same power to 
correct it as that body has had for years and has today. The railoads again 
emphasize that their proposal contemplates no change or modification in the 
Commission’s authority to deal with discriminatory rate adjustments. 

But where is the discrimination? The discrimination exists because the tax- 
payers provide, to the benefit of certain shippers with access to inland water- 
ways, a free right-of-way over which commercial barge operators can operate 
at low rates. That is what creates the discrimination against the inland ship- 
per; in no sense is it created by the railroad because it elects to compete with 
the waterway carrier in this situation. The rail shipper or receiver at the inland 
point is already prejudiced and at a disadvantage, as compared to the shipper 
or receiver at a river port, by the low barge rate to and from the river port 
made possible at the taxpayers’ expense. The reduction of rail rates to and 
from the river port is the result not the cause of the discriminatory situation. 

In point of fact, to the extent that the railroads can meet the competition of 
these subsidized barge operations with reasonably compensatory rates, the 
situation of the inland shipper is relieved. Every time competitive traffic is 
made to assume part of the railroad transportation burden, it necessarily re- 
lieves the burden on so-called noncompetitive traffic—whatever that may consist 
of in the light of present-day conditions. Otherwise, this so-called noncompetitive 
traffic is called upon to assume the entire burden—a job which it simply cannot do. 


CONOCLUSIONS 


Both the barge lines and the trucks approach the question of railroad com- 
petition as if each form constituted the only competition. Thus the barge lines 
want high railroad rates on all of the bulk traffic which can move by water, and 
they insist that such rates “would make it possible for them (the rails) to 
compete more effectively with trucks at the opposite end of their rate schedules.” 
(Tr. at 388.) The trucks, on their part, want high railroad rates on all of the 
commodities that they handle, and they maintain that this will enable the 
railroads to avoid higher rates on their ‘raw materials” traffic. 

The barges and the trucks, between them, would force a level of railroad rates 
that would be noncompetitive on all types of traffic and thus take over the entire 
transportation job. 

Captain Ingersoll, appearing as chairman of the American Waterways 
Operators, Inc., said (Tr. at 304) : 

“I think that we would all agree in one way or another that the railroads 
and the truck lines and the barge lines should each handle the business that 
they can handle best. The problem is how do you sort it out. 

“We urge that the way to sort it out is not to return to the law of the jungle 
and let an operator use his financial strength to bludgeon his competitors * * *.” 

The railroad proposal contemplates no “return to the law of the jungle.” 
On the contrary, the proposal contemplates retention of all present regulation 
over rates with the exception that lawfulness of the competitive rates on one 
mode of transportation shall not be determined by their effect upon another mode. 


_— i oe a eet 





BS SSARE2 PAF 


TAP See 


fe 


Or Oo 


a ee ee a 





PROBLEMS OF THE RAILROADS 2199 


The railroads are the first to agree that their rates must always be (1) reasonably 
eompensatory in the opinion of the Interstate Commerce Commission, and 
(2) nondiscriminatory among shippers—also in the opinion of the Interstate 
Commerce Commission. 

In the absence of railroad competition the barge lines will have the field to 
themselves. Already, according to their witnesses, the great bulk of their traffic 
is “beyond reach of the rails” or “inaccessible to the railroads,” and they insist 
thtat “in a very fundamental sense, most barge movement is not rail competitive.” 
(Tr. at 32-38 ; 260-261.) The exempt water carriers indeed are “often unaware 
of any interest on the part of the railroads in the low-grade traflic which they 
earry.” (Tr. at 385.) 

Thus, while the barge-line witnesses characterize the railroads’ proposal as a 
“return to the law of the jungle,” by their own contentions and assertions the 
traffic they conceive to be open to transportation by both forms of transport is 
but a small segment of their total traffic. If the great bulk of barge traffic is 
“beyond reach of the railroads” or “not rail competitive,’ as urged by those 
witnesses, then, to say the least, it would be a rather small “jungle.” The 
railroads know of no better way to achieve the purpose of Captain Ingersoll 
and have the railroads, the trucklines, and the barge lines each handle the 
business they can best handle than by permitting each, without artificial 
restrictions imposed in the interest of the other, to exercise their inherent 
advantages as contemplated by the national transportation policy. 

With a 12.7 percent rate of return on their depreciated investment, an 
astronimical increase in ton-miles in recent years, no complaints “about the 
past,” and a belief that ‘we are only on the threshold of the development of 
water transportation and of the terminal services incidental thereto,’ the 
barge lines can well stand some competition from reasonably compensatory 
railroad rates. All that the railroads ask is that the effect of their rates on 
barge traffic be made irrelevant—just as the present law provides that the effect 
of barge rates on railroad traffic is irrelevant. 


RAILROAD REPLY TO STATEMENTS OF TRUCKING REPRESENTATIVES IN OPPOSITION 
TO THE RAILROADS’ COMPETITIVE RATEMAKING PROPOSAL 


Ever since it was first suggested that in all fairness the railroads should have 
a greater degree of freedom to make competitive rates, their competitors, the 
trucks and barge lines, have been protesting against “a return to the law of 
the jungle,” “economic warfare,” “ruthless destruction,’ and “utter chaos.” 
(Tr. at 885, 900, 934, 936.) These protests reach a peak in the presentations of 
the trucks to this committee, and the purpose of this brief reply by the railroads 
is again to set the record straight. 

All that the railroads want is the qualified right to make competitive rates 
that pass on to the shipping public the inherent advantage of rail service 
wherever and whenever it exists. We say qualified right because the railroads 
are the first to agree that their rates must always be (1) reasonably compensa- 
tory in the opinion of the Interstate Commerce Commission and (2) nondiscrim- 
inatory among shippers—again in the opinion of the Interstate Commerce 
Commission. The only change the proposal of the railroads would make—the 
equality it would bring about—is that competitive rates (of any mode) that 
satisfy these two standards could not be rejected because they threatened 
adversely to affect the competing mode. 

Why, then, the outcry from the trucks? 

The frank answer of the trucks is that they do not want price to enter into 
their competition with the railroads. The trucks want the competition to be 
confined to competition in service where they usually have the advantage. 

Competition in transportation, like competition in any other business, turns 
on price and service (or quality). These elements are inseparable in the sense 
that the used of transportation weighs one in the light of the other and makes 
his choice on balance, depending on the particular transportation job to be 
done. In certain circumstances service may be the controlling factor, with 
price largely immaterial, and in different circumstances, price alone may be 
decisive. Every transportation service, by whatever agency, represents the 
decision of some shipper as to the relative importance to him of these two 
ingredients of competition. 

In the quest for the shipper’s traffic, the railroads offer mass transportation 
at lower cost (beyond the terminal and shorter hauls) and the trucks offer 
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faster and more flexible service at higher cost. The railroads want the right 
to use their competitive advantage (subject always to the two important qualj- 
fications mentioned above) just as the trucks already have the right to use 
their advantage of superior service. 

For example, a truckline may successfully compete for, and garner to itself, 
the entire business by providing transportation between two points which the 
railroads cannot meet on a service basis. The railroads cannot complain, and 
indeed should not have the right to complain, that this assertion of inherent 
service advantage by the truckline constitutes “unfair or destructive” com- 
petition. However, if the railroad, unable to meet the truckline service, seeks 
to exercise its inherent advantage of lower cost by providing a reduced rate for 
rail service between the two points, the competing trucks can run to the Inter- 
state Commerce Commission and demand suspension—not on the ground that 
the reduced rail rate would be noncompensatory to the railroad or discriminate 
among shippers—but on the ground that such reduced rate would adversely 
affect the trucks and thus constitute an “unfair or destructive competitive 
practice” in violation of the national transportation policy. And if it appears 
that the reduced rail rate will win most of the traffic between the two points, 
not only will suspension likely be granted but ultimately the reduced rail rate 
may be condemned as an “unfair or destructive competitive practice.” 

In seeking greater freedom to make competitive rates, the railroads ask no 
more than that the relevant provisions of the Interstate Commerce Act, with its 
national transportation policy, be construed in keeping with the congressional 
intent as made clear at the time of the enactment of the Transportation Act of 
1940. This means that railroad rates should be reviewed in the light of railroad 
conditions and truck rates in the light of truck conditions, and each form should 
be protected in the assertion of its inherent competitive advantages. The Inter- 
state Commerce Commission has recognized and applied this congressional intent 
in several important decisions. In a leading decision arrived at in 1945 it 
specifically found to be “the policy of law subsequent to the Transportation Act 
of 1940” the following principle: 

“As Congress enacted separately stated ratemaking rules for each transport 
agency, it obviously intended that the rates of each such agency should be deter- 
mined by us in each case according to the facts and circumstances attending the 
movement of the traffic by that agency. In other words, there appears no warrant 
for believing that rail rates, for example, should be held up to a particular level 
to preserve a motor-rate structure, or vice versa.” (New Automobiles in Inter- 
state Commerce, 259 I. C. C. (475), at 537, 538.) 

The reason why the Congress is being asked to reaffirm the principle under 
which each mode asserts its inherent advantage is that, despite the clear con- 
gressional intent in 1940 as followed by the Interstate Commerce Commission in 
a few instances including the New Automobiles case cited above, the law on this 
subject has recently become hopelessly confused. The basic difficulty is that 
the Commission has sometimes found that the assertion of an inherent advan- 
tage by one mode of transportation (which the national transportation policy 
encourages) constitutes an “unfair or destructive competitive practice’ from the 
point of view of the competing mode (which the national transportation policy 
disallows). The result is that in certain cases railroad rates have been reviewed 
in the light of truck conditions and truck rates in the light of railroad conditions. 

It is this situation that calls for a reassertion by the Congress of the guiding 
principle of competitive ratemaking it established in 1940. To say that this would 
bring “a return to the law of the jungle” or lead to “economic warfare” or pro- 
duce “utter chaos” is so much nonsense, and no one knows this better than the 
trucks. 

The complete emptiness of the trucks’ case against the railroad proposal is 
further emphasized when their specific arguments are considered. 

First, the trucks assert that they will be ruined if the railroads are free to 
make reasonably compensatory and nondiscriminatory rates. But what about 
the great body of truck traffic which, as insisted by the president of the American 
Trucking Association, “is, for all practical purposes, noncompetitive with the 
railroads * * * traffic [which] is unsuited in both size of shipment and delivery 
time requirements to rail haul”? (Tr. a 799, 800.) Moreover, what about “the 
25,000 communities in the Nation’ which, as emphasized by the same witness, 
are “not served by railroad and depending upon trucks for existence”? (Tr. at 
799.) And what about the trucks’ sharp denial “that the determining factor 
in freight movement is that of rate”? (Tr. at 802). 
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The trucks take credit for “a revolution in the merchandising habits of the 
Nation” (Tr. at 1092), and they say that the “depression gave us birth and the 
decentralization of industry gave us assurance of growth. We have answered 
the need of the Nation’s economy and are prepared to keep pace with its growth 
and its further change.” (Statement of Witness Rahilly, p. 3; Tr. at 950, 951.) 
Surely, then, truck transportation is in a position to withstand the competition 
of another form of transportation whose competitive advantage is ordinarily a 
lower cost level attributable to mass movement and whose rates must always 
remain compensatory and free from discrimination. 

Second, the trucks say that after they have been destroyed, the railroads will 
raise their rates and take full advantage of the reestablished monopoly (Tr. at 
902, 929). Even if certain uneconomic truck operations should fall by the way- 
side in consequence of reasonably compensatory and nondiscriminatory rail rates, 
the Interstate Commerce Commission would continue to possess the same un- 
qualified power it now possesses to guard against rates which are unreasonably 
high. A powerful restraint against high rates would be private transportation. 
As candidly explained by the president of the American Trucking Association: 

“I am sure the committee will wish to take notice of another fact about trans- 
portation arising from the operation of private carrier trucks. The right and 
the ability to own and operate these vehicles constitutes a powerful regulatory 
force bearing on the economics of transportation. Where the for-hire carrier 
could handle the traffic borne by these private carriers, his rates must be reason- 
ably in line and his service excellent and complete, or the shipper turns to private 
carriage where he can doso.” (Tr. at 797.) 

The same witness for the trucks emphasized “the interesting fact that there are 
more private carrier trucks operating intercity than there are for-hire vehicles.” 
(Tr. at 798 ; also at 915, 916.) 

Third, the trucks complain that they are specialists in the field of transporta- 
tion, and if the traffic in which they specialize is diverted they will have nothing 
to fall back on (Tr. at 901, 927, 928). By this it is apparently meant that a 
specialty carrier is entitled to claim immunity from the competition of common 
carriers that not only hold themselves out to carry ali types of traffic but actually 
do so. Any such immunity for special interests would of course sound the death 
knell of common carriage in this country and fly in the face of established public 

licy. 
pe rourth, the trucks perform a statistical exercise in an effort to prove that, if 
truck traffic were diverted in consequence of a 20-percent reduction in rail freight 
rates the net revenues of the railroads would be reduced and the burden on “raw 
materials” increased. (Tr. at 888, 890-900.) We pass over certain gross errors 
in these calculations—errors which completely undermine and discredit the show- 
ing—to emphasize that, in tendering competitive rates, the railroads will under- 
standably confine themselves to situations where their net revenues will be im- 
proved by increased traffic. Instead of increasing the burden on “raw materials,” 
such rates will lighten it. As made clear by the Commission almost 50 years ago: 

“It is a well-established and generally recognized rule that if additional 
business can be taken on at rates which will contribute at least a little in addi- 
tion to the actual out-of-pocket expense, the carrier will be advantaged to that 
extent and all its patrons will be benefited to the extent to which such traffic 
contributes to the net revenue. It is obvious that without the amount of net 
revenue contributed by this class of traffic, assuming a certain amount of revenue 
to be necessary, such revenue must be contributed entirely by the remaining 
traffic and the exclusion of this competitive traffic would increase the burden 
upon the other traffic to a corresponding extent.” (Boileau v. P. & L. E. R. R. 
Co. 24 I. C. C. 129.) 

The trucks cite what they describe as a “giveaway [of] almost $40 million 
of potential revenue’ when the railroads, at the request of the Government, 
made a reduction of 38 percent in the rates on ammunition and explosives, and 
they say that this “is a perfect example of what would become commonplace 
throughout the country if the railroads are allowed the rate of freedom they are 
seeking * * *.” (Statement of witness M. T. Richmond, p. 13.) The railroad 
answer is that through this rate reduction (which followed numerous rate 
reductions by trucks and was requested by the Department of the Army) the 
railroads, by the trucks’ own figures, were able to handle in the peacetime year 
of 1956 almost as much ammunition traffic as in the wartime year of 1950, and 
at rates which yielded between $1 and $2 a car-mile. The crucial point which 
the trucks conveniently ignore is, what would railroad revenues from this 
traffic have been in 1956 if the rate reduction had not been made? If certain 
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trucks found this lower but obviously compensatory rail rate level unprofitable 
to them, as they suggest, that is good evidence that ammunition is more eff. 
ont and economically handled by rail. (Statement of Witness Richmond, 
p. 11. 

Fifth, the trucks claim that competitive rates would “inevitably result ip 
preferences of places and commodities if not persons * * * and heavy moving 
manufactures would be the recipients of rate concessions from the traffic-hungry 
railroads, just as the Standard Oil and others were the recipients prior to 
effective Government regulation in 1887.” (Tr. 885, 902, 933, 934, 936, 987; 
statement of Witness Turney, p. 12.) 

Statements of this kind only emphasize the irresponsible nature of the case 
of the trucks. 

At no time in their advocacy of the right to make competitive rates under 
the Interstate Commerce Act have the railroads even suggested the slightest 
curtailment of the present authority of the Interstate Commerce Commission, 
derived from the 1887 act as amended, to protect shippers and communities 
and regions against undue prejudice or preference or unjust discrimination, 
Its present powers in that connection should and would continue without the 
slightest change. 

Moreover, as the trucks must know, the competition they make for the rail- 
roads is not point to point or limited to particular commodities (Tr. 901), 
It is areawide and covers almost every commodity in the classification. The 
consequence is that when the railroads undertake to meet truck competition 
they must ordinarily give areawide application to their competitive rates, with 
the result that every shipper, large and small, and every commodity, large and 
small, has relative rates—relative, that is, to distance. Certainly competitive 
rate leveis of this kind cannot be and are not discriminatory. 

Sixth, the trucks deliver what they seem to believe is a telling point against 
the railroad proposal when they “insist” that whatever may be the rights to 
make competitive rates for intermode competition the same rights “should apply 
within the several modes.” (Statement of Witness Rahilly, p. 7.) This position 
is not based on conviction or any analysis of the problem. It is dictated solely 
by an attempt on the part of the trucks to embarrass the railroads and confuse 
the issue (Tr. 883, 884, 920, 929, 930, 1085). 

Whether the trucks are capable of understanding the distinction or not, 
there is a real and economically sound difference between the measure of 
control which the Interstate Commerce Commission should exercise over intra- 
mode competition on the one hand and intermode competition on the other 
hand. 

Individual railroads, as required by law, provide closely integrated ser- 
vices over through routes and under joint rates, and they do so with the wide- 
spread use of joint facilities and the interchange of each other’s rolling stock, 
In these circumstances it is elementary that railroad A, in its ratemaking, 
must have regard for railroad B, and in keeping with this concept, the Congress 
has specifically authorized the conference method of ratemaking (sec. 5a of 
the Interstate Commerce Act). As pointed out in the first annual report of 
the Interstate Commerce Commission at page 39 (See Western Traffic Assn.— 
Agreement, 276 1. C. C. at 212) : 

“* * * Questions of rates on one line or at one point cannot be considered by 
themselves exclusively ; a change in them may affect the rates in a considerable 
part of the country. Rates from the interior to New York necessarily have 
close relation to rates from the same points to Philadelphia, Boston, and Bal- 
timore ; rates from the seaboard to Toledo must have a similar relation to those 
from the seaboard to Detroit and other towns whose businessmen compete with 
those of Toledo in a common territory. Just rates are always relative; the 
act itself provides for its being so when it forbids unjust discrimination as be- 
tween localities. This prohibition may sometimes give to competition an effect 
upon rates beyond what it would have if the competitive forces alone were 
considered.” 

Railroad A has of course the right of independent action, and it is when 
this right is exercised that the Interstate Commerce Commission is sometimes 
ealled upon by railroad B to intervene. And if the Commission does in fact 
intervene with an order suspending the proposed competitive rate of railroad 
A, its investigation of this rate will include a consideration of its propriety 
and lawfulness in the light of the operating conditions not merely of railroad 
A, the sponsor of the rate, but also of other railroads, including railroad B, 
which will be affected. After all, railroad A and railroad B have the same 
eost characteristics and provide the same type of service and to be com- 





1 
( 
{ 


tig a 





Gat @® 


eS eet ODE 





PROBLEMS OF THE RAILROADS 2203 


petitive must charge identical rates between common stations. In intramode 
competition there is no business question to decide. On the contrary, it is 
purely a matter of regulation, viz, is railroad A’s rate lawful in the light of 
the operating conditions of the railroads which will be automatically affected? 

How completely distinct and different is competition between different modes 
of transportation, including competition between railroads and trucks. Each 
has entirely different cost characteristics and provides entirely different types 
of service. And when the Interstate Commerce Commission undertakes to pass 
on the effect of proposed rail rates on truck transportation or proposed truck 
rates on rail transportation, it is in substance and effect deciding only a business 
question, viz, how will the proposed rate of one mode in the light of a different 
type of service provided by another mode affect the distribution of traffic? There 
is no question of regulation here. It is on the contrary a question of business 
judgment, and the moment it is taken up and decided by a regulatory body 
such as the Interstate Commerce Commission that public body is in the business 
of allocating or apportioning competitive traffic. 

The railroad proposal as to competitive rates is in substance and effect only 
a proposal that the Commission be enjoined from intervening in the decision of 
business questions of this kind. That is what the Congress clearly intended 
at the time it enacted the Transportation Act of 1940, and this intention has 
been recognized by the Interstate Commerce Commission in the New Automobiles 
in Interstate Commerce decision cited above. We repeat the Commission’s 
findings: 

“As Congress enacted separately stated ratemaking rules for each transport 
agency, it obviously intended that the rates on each such agency should be 
determined by us in each case according to the facts and cireumstances attend- 
ing the movement of the traffic by that agency. In other words, there appears 
no warrant for believing that rail rates, for example, should be held up to a 
particular level to preserve a motor-rate structure, or vice versa.” : 

The railroads’ present proposal in brief is merely that the Commission be 
required to adhere to this rule as intended by the Congress in 1940. The rule 
is not applicable to intramode competition and never has been. Nor is it 
appropriate to intramode competition. No one knows this better than the trucks. 


CONCLUSION 


The managing director of the American Trucking Associations, Mr. Lawrence, 
testified at these hearings as follows (Tr. at 1136): 

“We are certain that the play of economic forces will eventually create a 
situation in which each form of transportation finds itself primarily performing 
that service to shippers and receivers which it does best, all factors considered.” 
[Italics supplied] 

Certainly there can be no question about the soundness of this objective. And 
in its eventual attainment, upon what principle of economics or concept of public 
interest can the principal form of mass transportation on land, which is railroad 
transportation, be denied the right to make reasonably compensatory and non- 
discriminatory rates which reflect an inherent advantage? This is the type 
of transportation which the railroads do “best” (to use Mr. Lawrence’s word). 
But they must be able to give it tangible expression in the form of lower rates. 
Otherwise, the only advantage which railroad transportation possesses will be 
hidden from view and the volume upon which it depends—and demands ex- 
clusively—will evaporate. If this happens, mass transportation itself will dis- 
appear except on the water where the carriers are specifically and clearly 
protected in the assertion of the same inherent advantage. As stated by the 
Supreme Court in J. C. C. v. Mechling (330 U. S. 567 (1947) at p. 579): 

“* * * Congress has decided this question of equitable rates as between rail- 
roads and barges. It has declared in unmistakable terms that the ‘inherent 
advantage’ of the lower cost of barge carriage as compared with that of railroads 
must be passed on to those who ship by barge. It is therefore not within the 
province of the Commission to adjust rates, either to equalize the transportation 
cost of barge shippers with that of shippers who do not have access to barge 
service or to protect the traffic of railroads from barge competition. For Con- 
gress left the Commission no discretionary power to approve any type of rates 
which would reduce the ‘inherent advantage’ of barge transportation in whole 
or in part.” 

All that the railroads ask is that they be equally assured of their right to 
assert the inherent advantages of rail transportation. 
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Rarroap Repry To STATEMENT OF C. E. CHILDE ON BEHALF OF INLAND WATER- 
WAYS COMMON CARRIERS’ ASSOCIATION 


The statement of C. E. Childe before this subcommittee, submitted on March 
17, 1958, on behalf of the Inland Waterways Common Carriers’ Association, is 
another example of the continuing efforts of the waterway carriers to have rail- 
road freight rates on competitive traffic arbitrarily fixed and held firm at such 
high levels that they will no longer be competitive with rates charged by the 
subsidized water carriers. In support of this position, Mr. Childe claims that 
“literally millions” of railroad rates presently return revenues substantially be- 
low the costs of producing the services and that the resulting deficiencies are 
made up by the railroads by “charging rates correspondingly above costs on the 
remaining traffic.” This simply is not true. Moreover, water carriers have had 
and would continue to have the right to challenge as unlawful any railroad com- 
petitive rate that they might conceive to be below costs of rendering the service, 

Adoption of Mr. Childe’s suggestions with respect to railroad ratemaking would 
bring to an early end railroad operations by private enterprise in the United 
States. No industry could long exist under a pricing system which prescribes 
high prices on competitive products and low prices on noncompetitive products, 
Under such a system, the railroads would price themselves completely out of the 
competitive market, thereby increasing unit costs on the remaining traffic, and 
would materially shrink, if not wipe out altogether, their present earnings from 
noncompetitive traffic. 

Aside from misuse and distortions of available statistics on railroad costs, a 
phase of Mr. Childe’s statement to which we shall come in a moment, there are 
glaring inconsistencies in his approach to this matter. He would have you be- 
lieve, for example, that rail rates in general contain many discriminations, 
brought about entirely by efforts of the railroads to make themselves competitive 
with other modes of transport. If such discriminations exist they were brought 
about in the first instance by railroad competitiors, not by the railroads. Inland- 
waterway services are not nationwide in scope and are not available to all ship- 
pers in all areas of the country. Those shippers who by reason of geographic 
location cannot now avail themselves of the low subsidized water rates thereby 
have suffered and continue to suffer discrimination. The Interstate Commerce 
Commission recognizes that traffic at an interior point is at a disadvantage com- 
pared to traffic at a river port and that such is in no way caused by the level of 
rail rates. 

“* * * That traffic now is at a disadvantage in its competition with traffic 
that moves from the New Orleans-Baton Rouge group by water” (Petroleum 
from Louisiana to Mississippi, 232 I. C. C. 570, 575). 

The same is recognized by the Commission where a shipper enjoys the advantages 
of pipeline service as against a shipper enjoying only rail service. 

“* * * it seems to follow that the difficulties experienced by the complainants 
and interveners in competing with dealers located in the Chicago and St. Louis 
groups are due to the fact that such dealers can avail themselves of the pipeline 
facilities while the complainants and interveners cannot, but this, of course, is a 
condition not created by the defendant,carriers (railroads), and therefore one 
for which they cannot properly be held responsible” (Traffic Bureau, Davenport 
C. of C., et al., v. Alton & Eastern Railroad Co., 167 I. C. C. 276, 288). 

If the railroads should have their hands tied in their efforts to reduce rates 
on competitive traffic, and thereby lose such traffic, the unit costs on the remain- 
ing rail traffic would be increased and there would be additional burden upon 
an discrimination against the remaining users of railroad services. 

Beginning at page 5 of his statement, Mr. Childe gives a hpothetical example 
of railroad competitive ratemaking and attendant “evils.” He selects two points 
(A and B), both located on the same railroad 200 miles from a primary market 
(point M). He specifies a railroad rate at $1 per hundred pounds from both 
A to Mand B to M. Now a barge competitor enters the field from B to M and 
puts in a rate of 80 cents. In order to stay competitive, Mr. Childe says, the 
rail carrier immediately reduces its rate from B to M to 80 cents, and after 
further jockeying both the rail carrier and its competitor reduce the rate further 
to 60 cents. Then, he says, in an effort to make up partially for the loss oeca- 
sioned by the reduced rate from B to M the rail carrier raises its rate from 


‘A to M to $1.20 and the shipper at point A is either forced out of business or 


buys his own trucks. 
There are three basic fallacies in this hypothetical illustration. In the first 
place, Mr. Childe places the entire blame on the railroad. Actually, of course, 
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the discrimination was created when the rail competitor put in the 80-cent rate 
from B to M. That in itself was enough to put the shipper at point A at a 
distinct disadvantage in competing in the common market M with the shipper 
at point B. Regardless of what happened thereafter the point A shipper’s trou- 
bles stemmed from the water rate available to his competitor at point B and 
made possible by subsidy. So far as the shipper at poiné A is concerned, his 
unfortunate position can only be corrected either by subsidized transportation 
service making itself available to him or by prevailing upon the nonsubsidized 
carrier to give him an equal rate. 

The second basic fallacy in the Childe hypothetical example is his assumption 
that the railroad involved has a lesser interest in the traffic from A to M than 
it has in the traffic from B to M. Such, of course, is not the case. He assumes 
the railroad will reduce the rate to keep the shipper at point B but will increase 
the rate of the shipper at point A and drive him from the market. This, of 
course, is absurd. The railroad has as much interest in holding the traffic on 
route A to M as it has in the case route B to M. It would in its own selfish 
interest do as much to hold the traffic on the former as on the latter route. It is 
unrealistic to assume otherwise. Therefore, Mr. Childe’s example has no prac- 
tical significance. ; 

The third fallacy in Mr. Childe’s illustration lies in assuming that the rail- 
road, having reduced its rate from B to M to 60 cents, would be perfectly free 
to raise its rate from A to M to $1.20. Any action by the railroad so raising its 
rate from A to M would be subject to the provisions of the Interstate Commerce 
Act requiring that rates shall not exceed a maximum reasonable level and pro- 
hibiting undue preference or advantage and undue prejudice or disadvantage 
as between shippers or localities. 

Coming now to the question of railroad costs, a matter upon which Mr. Childe 
places much emphasis in support of his position: At page 6 of his statement, 
he says: 

“But the competitive rates it (the Interstate Commerce Commission) has per- 
mitted the railroads to establish have become so numerous and have gone so far 
below the demonstrated full cost of service, that literally millions of railroad 
rates on a large proportion of their freight traffic are below full costs, and many 
thousands of rates are even lower than the so-called out-of-pocket costs.” 

The Interstate Commerce Commission has for some years past prepared and 
published annually certain average costs for individual commodity classes, by 
principal geographic territories and for the country as a whole. Such average 
eosts do not purport to be, and are not, suitable for determining the costs of 
movements of particular commodities over specific routes, such as between A 
and M and B and M as used in Mr. Childe’s illustration. Nor are such cost aver- 
ages suitable for general ratemaking purposes. To follow the cost averages 
blindly, as Mr. Childe would have us do, would be to consign the railroad 
industry to early doom. 

The Interstate Commerce Commission develops two kinds of cost averages, 
one designated as “fully distributed costs” and the other as “out-of-pocket cost.” 
These terms are more or less self-explanatory, but the following discussion will 
throw further light on the meaning of each. Let us see the real significance of 
these average fully distributed costs by quoting from the latest publication of 
the Cost Finding Section, Interstate Commerce Commission (“Distribution of 
the Rail Revenue Contribution by Commodity Groups—1955”", p. 2). It is 
there stated: 

“The ‘fully distributed costs’ in this study underlying table 9 refer to the sum 
of the out-of-pocket costs and the statistical ton and ton-mile apportionment 
of constant costs computed as described above. In respect to these fully distri- 
buted costs a word of caution is necessary concerning their use in ratemaking. 
Rates based solely on fully distributed costs shown herein would ignore one of 
the greatest principles of ratemaking, i. e., that of differential charging. If rates 
were made without recognizing differential charging the result would be re- 
ductions on high-grade traffic and concomitant increases on low-grade volume 
traffic. Historically, rates reflect the continuous interplay of economic forces 
£0 as to permit all commodities to move with the most reasonable freedom and 
at the same time contribute as much as possible te the transportation burden. 
Therefore, the ratios of revenues to out-of-pocket costs (shown in table 8, hereto) 
have a ratemaking significance which is not possessed by the ratios of revenue 
to fully distributed costs in table 9. Revision of rates to the basis of fully dis- 
tributed costs, a completely undesirable approach to ratemaking, would tend 
to cause volume traffic to move in smaller amounts with a consequent reduction 
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in the contribution to burden which it now furnishes. Thereby an incr ase in 
rates rather than a reduction would be placed against the higher rated traffic.” 

Bituminous coal is perhaps the outstanding example of the fallacy of trying 
to exact the full measure of arbitrarily apportioned transportation costs from 
a low-grade commodity, as Mr. Childe would do. According to the ICC averages, 
bituminous coal revenues cover about 80 percent of the fully distributed costs 
assigned to it. Yet, also according to the ICC calculations, bituminous coal 
makes a greater dollar contribution to meeting railroad overhead costs than 
any other single commodity. For the railroads to raise their rates on coal 
solely for the purpose of bringing these rates up to the level of arbitrarily deter- 
mined fully distributed costs would be to threaten the volume movement of the 
greatest revenue producer the railroads have. Just because a particular com- 
modity is not producing revenues equal to statistically calculated fully distri- 
Luted costs does not mean that that commodity is being carried at a loss. The 
problem from a transportation standpoint is to have rate and volume combine 
to make the greatest contribution over and above out-of-pocket costs to the over- 
head burden. It has never been contended before that each commodity should 
make the same relative contribution to overhead costs. To fix rates on such a 
basis would be to discourage and depress the movement of all low-grade com- 
modities. This, certainly, is not a desirable national policy. 

Mr. Childe next considers out-of-pocket costs. Such costs are defined by the 
Cost Finding Section of the ICC as follows, at page 1 of the document hereto- 
fore referred to: 

“The out-of-pocket costs are computed at 80 percent of the operating expenses, 
rents, and taxes. They also include an allowance for return at 4 percent on 
50 percent of the road property and on 100 percent of the equipment, i. e., on 
approximately 62 percent of the total property. The allowance for return 
including the allowance for Federal income taxes amounted to about 15 percent 
of the out-of-pocket costs in 1955.” 

Chart 8 and exhibit 3 of Mr. Childe’s statement show that in 1955 revenues 
from 218 commodity classes covered out-of-pocket costs while revenues from 
89 commodity classes did not do so, according to the ICC caleulations. Mr. 
Childe comments, page 11: “In other words, on a shipment which fails to pay 
out-of-pocket cost, the railroads pay out more money for hauling it than they 
take in, even if the general and overhead expenses are disregarded. It will be 
noted from this chart that 39 commodity classes fail, on the average, to pay even 
out-of-pocket expenses, and the railroads would be better off financially if they 
stopped carrying this traffic.” 

The railroads do not agree with that statement. Reference is made to the 
above-quoted definition of out-of-pocket costs and specifically to the arbitrary 
determination of such costs, i, e., 80 percent of operating expenses, rents, and 
taxes. It is recognized that in making its calculations it was necessary for the 
Interstate Commerce Commission to paint with a broad brush and not attempt 
the insuperable task of determining out-of-pocket costs for each specific rail 
movement. Thus, the end results of the calculations are no more than informa- 
tive averages, subject to all of the infirmities and weaknesses characteristic 
of any calculation based on arbitrary apportionments. This is not to say 
that they are altogether useless, but it is to say that they are dangerous tools 
to put in the hands of an uninformed analyst. 

The railroads, in no small measure, depend on volume for their existence. 
While volume in and of itself is not a cure-all—whatever the volume, it must 
be accompanied by compensatory rates—continuing drains of volume would 
soon put the railroads out of business. The railroads have tried to hold volume 
by reducing specific rates to minimum levels consistent with costs in cases 
where subsidized competition or other adverse factors threaten to deprive 
them of important traffic. If the right to do so is to be denied them, their 
continued operation as a private enterprise is threatened. 

In appraising Mr. Childe’s statement the subcommittee should bear in mind 
that the railroad rate structure is under almost constant fire from those who 
seek special advantages of one kind or another. These criticisms possess & 
high degree of inconsistency. That is, some say that rates are too high, 
while others, like Mr. Childe, say they are too low; some would have rates 
based on one set of factors, while others want an entirely different basis; some 
believe that the mileage factor should be fully reflected, others want it 
minimized, etc. It is the railroad viewpoint that the basic ills from which 
virtually the entire transportation industry suffers today stem from the special 
favors which subsidies have afforded to some shippers but not to all. Such 
ills would be compounded by adoption of the proposals offered by Mr. Childe op 
behalf of the Inland Waterways Common Carriers’ Association. 
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RAILROAD ANSWER TO INTERSTATE COMMERCE COMMISSION ON COMPETITIVE 
RATE RULE 


The Interstate Commerce Commission undertakes to make four points against 
the competitive rate rule proposed by the railroads. These will be stated and 
answered in turn. 

First. The ICC says that since only one-eighth of 1 percent of the tariffs 
filed by the railroads are condemned, there is no real interference with their 
managerial discretion, and the problem is de minimis (Tr. 1544—1545). 

No more specious starting point for the computation could be selected than 
the “more than 50,000 rail tariffs * * * filed with the Commission in 1957 
{containing] hundreds of thousands and probably millions of rates” (Tr. 1544). 
Any informed transportation man knows that all but a few of these tariffs 
are technical in nature and have no competitive significance. He also knows 
that when a reduced rate with a competitive impact is filed there is a protest 
and usually a flood of protests. But the commission would still further 
minimize its role by observing that only 15 percent of the requests for sus- 
pension of rail tariffs are upheld. In 1957 this meant 52 suspensions of rail 
tariffs at the request of the trucks, 19 suspensions at the request of the water 
carriers, and 20 suspensions at the request of shippers “sometimes * * * joined 
by water carriers or other agencies” (Tr. 1667). This may appear to be 
de minimis to the ICC, but it is not so regarded by the railroads. It takes only 
one suspended tariff to paralyze a competitive effort for an important com- 
modity moving in heavy volume. 

Moreover, the concept of the commission that it cannot approve reduced 
rates which would attract more than a “fair share” of the traffic has discour- 
aged the railroads from filing rates, even where unquestionably compensatory 
and nondiscriminatory among shippers. To meet this approach taken by the 
commission, the railroads have felt obligated to justify their reductions on 
the ground that such would do no more than permit the railroads to share 
in the traffic. Thus, restrictions upon their full utilization of cost advantage 
has undeniably held railroad competitive rates at a higher level and has 
reduced the number of such rates protested before and suspended by the 
commission. 

It may be that, despite the confusion in the Commission’s decisions and its 
tule with respect to competitive rates, the railroads should have gone ahead and 
filed reductions which fully exploited their low-cost advantage wherever it was 
convertible into increased net revenues. Had this been the program during 
recent years the Commission’s record of suspensions would carry more meaning 
for the purposes here under consideration. The important point now is that 
each mode should have the right to make rates which are (1) reasonably com- 
pensatory, and (2) nondiscriminatory among shippers regardless of any adverse 
effect upon a competing mode. No such right exists today. One has only to 
read the Commission’s statement to this subcommittee to be convinced on this 
point. 

Second. The Commission says that in supporting their case the railroads cite 
decisions which “are not current ones * * * and we do not intend to undertake 
to justify old decisions for application to present day situations” (Tr. 1547). 
In other words, as the railroads understand this statement, the ICC was formerly 
guilty but has since reformed. The difficulty is that there is utter confusion in 
the decisions of the Commission, that its guilt outweighs its innocence, and there 
is recent evidence of no reform. 

The railroads cited both old and new decisions and both were cited to show 
that the Commission is fully aware of the soundness of the rule of competitive 
ratemaking urged by the railroads but has ignored, more frequently than not, 
this very sound rule. 

In a decision as early as 1909 (Bulte Milling Co. v. C. @ A. R. R. Co., 15 
I. C. ©. 351) the Commission said: 

“Must the rail lines west of Chicago wait until the competition becomes 
formidable before they can safely adjust their rates to meet it? Must they 
stand by and permit no reflection of such competition to get into their rates until 
the water lines have become strong enough to carry ‘approximately half of the 
traffic to be served?’ We know of no such rule of law, nor does the suggestion 
appeal to us as logical from any point of view. * * * There is no principle 
of law that requires it to be content with half the traffic or that forbids it to 
adjust its rates so as to fight for the whole tonnage the moment it really feels 
the effect and influence of its competitor’s rates” (pp. 359-360). 
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True, this decision was before the Transportation Acts of 1920 and 1940, but 
what of the decision in December of 1940 in the Seatrain case (243 I. C. C. 199) 
and in 1945 in the Automobile case (259 I. C. C. 475), where the ICC, construing 
the intent of Congress in enacting the Transportation Act of 1940, said: 

“As Congress enacted separately stated ratemaking rules for each transport 
agency, it obviously intended that the rates of each such agency should be deter- 
mined by us in each case according to the facts and circumstances attending 
the movement of the traffic by that agency. In other words, there appears no 
warrant for believing that rail rates, for example, should be held up to a particu- 
lar level to preserve a motor-rate structure, or vice versa” (259 I. C. C. at p. 538), 
. The railroad proposal in substance and effect is that the Congress reaffirm 
this concept of competitive ratemaking and so require the ICC to return to the 
rule which in 1945 it held to be correct. At no point in the ICC’s statement is 
there any discussion of this congressional intent, nor is any reason given as to 
why it should not be respected today. In fact, the old decisions just cited were 
no sooner announced than they were forgotten. For instance, in 1941, the year 
following the Seatrain case, supra, there were more decisions of the opposite 
nature, such as Shoe Dressing in Official Territory (246 I. C. C. 579), where the 
Commission, referring to rail rates, said: 

“Respondents have the right to initiate rates to meet competitive forms of 
transportation, but the proposed reduction, except with respect to traffic from 
central territory to northwest territory, appears greater than necessary to attract 
a reasonable volume of traffic” (p. 582). 

The many decisions which have come since will be searched in vain for any 
reason why these ‘old decisions” should be set aside and ignored. In its pres- 
ent statement the ICC does not help by saying “we do not intend to undertake to 
justify old decisions for application to present-day situations” (Tr. 1547). 

Nor does the ICC appear to be correct in suggesting that it has “reformed.” 

For instance, only a few weeks ago in approving certain rail reductions pro- 
tested by competing trucks, the ICC’s Division 2 found it significant that : 

“From the evidence before us, it appears that the proposed rate would attract 
a relatively small portion of this traffic to the rail carriers.” (Dressed Poultry— 
Utah, Idaho, Colo., N. Mexico, I. & 8S. Docket 6813, February 24, 1958. ) 

And in approving another rail reduction protested by a water carrier, the ICC’s 
Division 3 found: 

“* * * there is no legitimate basis for concern on this record that the pro- 
posed rates would result in actual detriment to the protestant.” (Wine—San 
Francisco, Calif., and Portland, Oreg., I. & S. Docket 6682, July 27, 1957.) 

And again in approving a rail reduction protested by competing trucks, the 
ICC’s Division 2 pointed out: 

“It thus appears that under the proposed rate the motor carriers will continue 
to remain in a preferred position on this traffic.” (Alcoholic Liquors from 
Peoria, Ill., to Cincinnati, Ohio, I. & S. Docket 6693, May 24, 1957.) 

The railroads in brief object to this test. They do not want to be confined 
to rates which “would attract a relatively small portion of this traffic,” or which 
will not “result in actual detriment” to the competing mode, or which will en- 
able the trucks to “continue to remain in a preferred position.” They believe that 
they are entitled to assert their competitive advantage of lower cost whenever 
and wherever it exists, just as the water carriers are free to do, and just as 
the trucks are free to employ their competitive advantage of more flexible and 
faster service. 

Summarizing this second point of the Interstate Commerce Commission oppo- 
sition, it in effeet says: ““We at one time applied a theory of ratemaking which 
this proposal would prohibit. However, we are not today applying such theory 
of ratemaking and consequently there is no necessity for the proposed law.” 
Even if this be true, it affords no substantial basis for opposition to the pro- 
posal. If the Commission does not invoke a theory of ratemaking that would be 
prohibited by the proposed law, then it has nothing to fear from the enactment 
of the proposed legislation. But, if the railroads are right, an intolerable situa- 
tion would thereby be corrected. 

Third. The ICC says that it undertakes “to construct rates so as to encour- 
age the flow of traffic via the most economical form of transportation,” and the 
enactment of the railroad proposal would “circumscribe the regulatory process 
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to a point where it would be rendered largely ineffectual’ (Tr. 1547, 1552). The 
ICC goes on (Tr. 1547, 1548) : 

“The most economical form of transportation is that form which, if rates 
reflected costs, would tend to be favored by shippers. For the purpose of ascer- 
taining the most economical form of carriage, full costs should be the test. 

* * * * * * a 


“In order to permit a reasonable play of competition, carriers whose full costs 

are higher than those of the most economical form should, within reasonable 
limits, be permitted to meet the rates of the low cost carrier. They should not 
be permitted to go below those of the latter.” 
It would be difficult to conceive of an approach to competitive ratemaking that 
does more violence to Overall transportation economics. The Commission’s own 
Cost Finding Section in its “Distribution of the Rail Revenue Contribution by 
Commodity Groups—1955,” page 2, warned against basing rates solely on fully 
distributed costs as a completely undesirable approach to ratemaking. More- 
over, that same Cost Section, in its statement No. 4-54, November 1954, at pages 
20-21, said that for the purposes of making railroad rates “full cost” is with- 
out meaning: 

“Prices are never based on an arbitrary apportionment of the constant or fixed 
expenses. Indirect expenses never burden all traffic proportionately, ton for 
ton, irrespective of the ability of the traffic to pay. Such an approach, indeed, 
would be contrary to the principle that low unit contributions to the constant 
costs may yield increased aggregate contributions as a result of added volumn. 


* * * * * a * 


“* * * value of service (demand) is, indeed, the key to a ‘fair apportionment’ 

of the constant costs.” 
Emphasis upon, and blind use of full cost, ignores practical considerations and 
violates sound transport economics. If affords no recognition of “the principle 
that low unit contributions to the constant costs may yield increased aggregate 
contributions as a result of added volume.” This is a principle of utmost im- 
portance to the railroads, since they are a form of mass transportation and 
depend largely upon volume. Undue emphasis upon full cost ignores the very 
wide spread between rail full cost and out-of-pocket cost. 

Moreover, a shipper does not necessarily favor the form of transportation 
having the lowest full cost even if rates reflect those costs. Let us assume that 
a truck rate is 90 cents, its full cost 90 cents and its out-of-pocket cost 80 cents— 
that the rail rate is 80 cents, its full cost 80 cents and its out-of-pocket cost 50 
cents. The railroad has an inherent advantage of 10 cents in full cost, but the 
inherent advantage of superior service nevertheless leads the shipper to utilize 
the truck. Thus, it is not a question of the carrier with higher full cost meet- 
ing the rate of the carrier with the lower full cost. When, under the Commis- 
sion’s theory, the railroad is prohibited from exercising its further inherent 
advantage of 30 cents in out-of-pocket costs and is not allowed to reduce its 
rate even to a level well above out-of-pocket costs in an effort to obtain the 
traffic, it is deprived of the opportunity to increase its net revenues. This, of 
course, is exactly what the railroads are complaining about. In order to pro- 
tect the position of the higher-cost truck, they are deprived of the right to make 
a rate reduction even when such reduction would be in keeping with “the prin- 
ciple that low unit contributions to the constant costs may yield increased aggre- 
gate contributions as a result of added volume.” 

Let us look at the somewhat reversal rail versus barge situation. Assume that 
the rail rate (full cost) is higher than the barge rate (full cost), but the shipper 
utilizes the rails because of service advantages. The barge may reduce its rate 
and the railroad, because of section 305 (c) of the Interstate Commerce Act, 
cannot complain of the effect on it of such reduction. The final sentence of 
that section provides, in effect, that regulated water carriers are free to make 
rates regardless of the competitive impact they may have upon railroads or 
railroad traffic. 

Fourth. An important part of the ICC’s statement expresses the view that 
the railroad proposal, if enacted, would open the door to discriminatory rates 
among shippers, and communities, and regions, and others entitled to protec- 
tion under sections 2 and 3 of the Interstate Commerce Act. The ICC says 
(Tr. 1554) : 
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“If the compensatory nature of freight rates were to become, as proposed, 
the sole test as to their lawfulness, the Commission would be powerless to 
correct situations where it is necessary to consider the relationship of rates, 
not only as between competing carriers but also as between competing shippers, 
communities, or geographical regions, to prevent undue discrimiation, prejudice 
or preference which may otherwise result. 

“While there are provisions in the act covering discrimination and prefer- 
ence and prejudice, it should be noted that those provisions are not self-operat- 
ing. Exclusive reliance on them would result in delay and shift the burden 
from the carriers to those alleged to be injured.” 

It is understood that the view set forth above was modified in a later oral 
statement (submitted April 1, 1958) by the ICC’s Chairman, and modified it 
certainly should be. 

At no time have the railroads expressed a desire to limit the Commission’s 
present jurisdiction to cure discriminatory rate practices. This ICC power 
would remain intact, unchanged, and unaffected. 

The ICC nevertheless suggests that in some way the railroads would be re- 
lieved of the burden of proving their rates to be nondiscriminatory, and their 
proposal would “shift the burden from the carriers to those alleged to be in- 
jured.” It also says that the antidiscrimination provisions are not self-operat- 
ing, and again the inference is that in some way the shippers would have less 
protection. 

How this “shift in burden” would occur the ICC does not explain. The 
railroads today must prove their reduced rates to be lawful and to be law- 
ful rates obviously must be nondiscriminatory. The railroad proposal con- 
templates no change in this regard. Of course, the antidiscrimination provi- 
sions in the act are not self-operating in the sense that someone must ordi- 
narily complain. Again the railroad proposal would bring no change. Nor 
would there be any change in the ICC’s prseent power to investigate on its 
own initiative and without complaint any rate situation which might be dis- 
criminatory or otherwise unlawful. 

The railroad proposal in brief contemplates no change in the overriding 
requirement that competitive rates produce no discrimination among shippers, 
communities, and regions and all others entitled to complain under the Inter- 
state Commerce Act. Suggestions to the contrary in the ICC’s statement do 
not appear to be well founded. 


Excerptrep ComMopiry List 


(From ICC, Bureau of Motor Carriers, Ruling No. 107, Sec. 203 (b) (6), March 
19, 1958) 


Bagged commodities—Placing exempt commodities in bags does not affect their 
exempt status. Case 1. 

Bees, exempt. Case 1. 

Beeswax, crude, in cakes and slabs, exempt. Bureau opinion. 

Beets, sugar, exempt. Case 1. 

Broom corn, threshed and baled, exempt. Bureau opinion. 

Buttermilk, exempt. Case 20. 

Castor beans, exempt. Case 1. 

Christmas trees, plain, sprayed, or coated, exempt. Bureau opinion. 

Coca beans, exempt. Case 1 (b), note 1. 

Coffee beans, green, exempt. Case 1 (b), note 1. 

Containers, crates, and boxes which have been used in the movement of exempt 
commodities and are being returned for reuse, exempt. Case 8. 

Corncobs, exempt. Case 1. 

Corncobs, ground, exempt. Bureau opinion, note 4. 

Corn fodder, exempt. Case 1. 

Cotton, carded but not spun, woven, or knitted, exempt. Bureau opinion, note 5. 

Cotton, ginned or unginned, exempt. Case 1. 

Cotton linters, exempt. Case 20. 

Cotton waste, consisting of scraps of cotton fiber not spun, woven or knitted, 
exempt. Bureau opinion, note 5. 

Cottonseed, whole, exempt. Case 1. 

Cottonseed, dehulled, exempt. Bureau opinion. 

Cottonseed hulls, exempt. Case 20. 
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Albumen, fresh, liquid, exempt. Case 5. 
Dried, exempt. Case 20. 
Frozen, exempt. Case 20. 
In shell, exempt. Case 1. 
Liquid, whole or separated, exempt. Case 5. 
Oiled, exempt. Case 1. 
Powder, dried, exempt. Case 20. 
. Shelled, exempt. Case 5. 
L Yolks, dried, exempt. Case 20. 
Yolks, fresh, liquid, exempt. Case 5. 
Feathers: Exempt. Case 20. 
Feeds : 
Oat hulls, ground, exempt. Bureau opinion, note 4. 
Rice bran, exempt. Bureau opinion, compare case 12. 
| Screenings, feed, exempt. Case 6. 
Fish (including shellfish) : 

General: Frozen, quick frozen, and unfrozen fish and shellfish in the vari- 
ous forms in which it is shipped, such as live fish, fish in the round, 
beheaded, and gutted fish, filletted fish, beheaded shrimp, and oysters, 
clams, crabs, and lobsters, with or without shells, including crab meat 
and lobster meat, exempt. Case 11. 

Breaded uncooked, frozen or unfrozen, exempt. Administrative ruling No. 
28, 1955. 

Frogs, live or dressed, exempt. Bureau opinion. 

Hermetically sealed in containers for cleanliness only, preservation at- 
tained by refrigeration, exempt. Bureau opinion. 

Offal (inedible portions of fish not further processed), exempt. Bureau 
opinion. ° 

Stew, consisting of raw oysters or clams, milk, and seasoning, frozen but 
uncooked, exempt. Bureau opinion. 

Turtles, sea or fresh water, exempt. Bureau opinion. 

Whale meat, fresh, exempt. Bureau opinion. 

Flax fiber, exempt. Case 1. 

Flaxseed, whole, exempt. Case 1. 

Fodder, corn and sorghum, exempt. Case 1. 
Forest products: 

Bark, exempt. Case 1. 

Bark, boiled to clean and soften, exempt. Bureau opinion. 

Blankets of pine and spruce boughts, exempt. Bureau opinion. 

Greenery, exempt. Case 1. 

Holly sprigs, and cuttings. exempt. Bureau opinion. 

Leaves, exempt. Case 1. 

Leaves, sisal, husks and moisture removed, exempt. Bureau opinion. 

Mistletoe, exempt. Bureau opinion. 

Myrobalons, as imported in natural state, exempt. Bureau opinion. 

Palmyra stalk fibers (fronds from palm leaves), exempt. Bureau opinion. 

Peat moss, dried, shredded, baled, exempt. Case 22. 

Resin, crude, exempt. Case 1. 

Roots, natural or dried, exempt. Bureau opinion. 

Sap, maple, exempt. Case 1. 

Spanish moss, exempt. Case 1. 

Sphagnum moss, exempt. Bureau opinion. 

Valonia, as imported in naural state, exempt. Bureau opinion. 

Wreaths of holly or other natural material with small amount of foundation 
or decorative material, exempt. Bureau opinion. 

Fruits and berries: 

Bagged, exempt. Case 1. 

Citrus fruit sections, fresh cold-packed, semifrozen, or frozen, exempt. 
Bureau opinion, note 2. 

Color added, exempt. Case 1. 

Dates, pitted, dried, exempt. Bureau opinion. 

Dehydrated, exempt. Bureau opinion, note 3. 

Dried, naturally or artificially, exempt. Cases 1 and 20. 

Figs, dried, halved or quartered, exempt. Burean opinion. 

Frozen, fresh, exempt. Case 20. 
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Fruits and berries—Continued 

Fumigated, exempt. Case 1. 

Graded, exempt. Case 1. 

In brine, to retain freshness, exempt. Bureau opinion. 

Kernels, exempt. Bureau opinion. 

Oiled apples, exempt. Case 1. 

Peaches, peeled, pitted, and put in cold storage in unsealed containers, 
exempt. Case 20. 

Quick frozen, fresh, exempt. Case 21. 

Raisins, seeded or unseeded, exempt. Bureau opinion. 

Sliced, fresh or frozen, exempt. Bureau opinion, note 2. 

Strawberries, in sirup and unsealed containers in cold storage, exempt. 
Case 20. 

Grains: 

Artificially dried, exempt. Case 1. 

Barley, rolled, exempt. Case 20. 

Barley, whole, exempt. Case 1. 

Corn, cracked, exempt. Bureau opinion. 

Corn, shelled, exempt. Case 1. 

Corn, whole, exempt. Case 1. 

Milo maize, exempt. Bureau opinion. 

Oats, whole, exempt. Case 1. 

Popcorn, unpopped, shelled, in sealed or unsealed containers, exempt. 
Bureau opinion. 

Rice bran, exempt. Bureau opinion, compare case 12. 

Rice, brewers, exempt. Bureau opinion. 

Rice, clean, exempt. Cases 12 and 20, 

Rice, polish, exempt. Case 20. 

Rice, whole, exempt. Case 1. 

Rye, whole, exempt. Case 1. 

Sorghum grains, whole, exempt. Case 1. 

Wheat, whole, exempt. Case 1. 

Grass sod, exempt. Bureau opinion. 

Hair, alpaca, camel, or goat, clipped from animal, exempt. Bureau opinion. 
Hay and forage, dried naturally or artifically, exempt. Case 1. 
Hay, chopped, exempt. Case 20. 

Hay, dehydrated, exempt. Case 1. 

Hay, salt (from salt marshes), exempt. Bureau opinion. 

Hemp, fiber, exempt. Case 1. 

Honey, in the comb or strained, exempt. Case 1. 

Honey, heat treated to retard granulation, exempt. Bureau opinion. 
Hops, exempt. Case 1. 

Horticultural commodities : 

Bulbs, exempt. Bureau opinion. 

Flowers, growing or cut,exempt. Bureau opinion. 

Leaves, natural or dried, exempt. Bureau opinion. 

Nursery stock, exempt. Bureau opinion. 

Plants, vegetable and flower, exempt. Bureau opinion. 

Roots, rhubarb, asparagus, mint, etc.,exempt. Bureau opinion. 

Trees, growing, balled in earth, exempt. Bureau opinion. 

Wreaths, holly or other natural material, with small amount of founda- 
tion or decorative material, exempt. Bureau opinion. 

Humus, of a nature similar to peat moss, exempt. Bureau opinion. 

Ice for cooling subsequent shipments of exempt commodities, exempt. Ad- 
ministrative Ruling No. 63, August 3, 1937. 

Jute fiber, in bales, exempt. Bureau opinion. 

Kelp, dried, ground, exempt. Bureau opinion, note 4. 

Livestock : 

Exhibit animals, such as those of 4-H Club members, which though showed 
for a few days, are chiefly valuable for slaughter exempt. Bureau 
opinion. 

Medical use animals, such as ordinary healthy swine for serum manu- 
facture, exempt. Bureau opinion. 

Ordinary, i. e., all cattle, swine, sheep, goats, horses, and mules, except 
such as are chiefly valuable for breeding, racing, show purposes, and 
other special uses, exempt. Case 1. 

Registered or purebred cattle for ordinary farm or ranch uses, not chiefly 
valuable for breeding, race, show, or other special purposes, exempt. 
Bureau opinion. 
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Manure, in natural state,exempt. Case 1. 
Manure, dried or dehydrated, bagged, exempt. Bureau opinion. 
Maple sap, exempt. Case 1. 
Milk and cream: 
Buttermilk, exempt. Case 20. 
Frozen, exempt. Case 20. 
Homogenized, exempt. Case 1. 
Pasteurized, exempt. Cases 1 and 20. 
Powdered, exempt. Case 20. 
Raw, exempt. Case 1. 
Skim, exempt. Cases 1 and 20. 
Skim, with two-thirds of water removed, in bulk or unsealed containers, 
exempt. Bureau opinion. 
Standardized, exempt. Case l. 
Vitamin A, exempt. Cases 1 and 20. 
Mohair, raw, cleaned, or scoured, exempt. Case 1 (a). 
Mushrooms, fresh, exempt. Case 4. 
Nuts: 
Peanut shells, ground, exempt. Case 20, note 4. 
Polish exempt. Bureau opinion. 
Raw, shelled or unshelled, exempt. Cases 1, 3, and 18. 
Shelled, raw, exempt. Cases 3 and 18. 
Shells, exempt. Bureau opinion. 
Shells, ground peanut, exempt. Case 20, note 4. 
Unshelled, raw, exempt. Case 1. 
Poultry, dressed, fresh or frozen, exempt. Case 19. 
Poultry feathers, exempt. Case 20. 
Poultry, frozen, exempt, Case 19. 
Poultry, live, exempt. Case 1. 
Poultry, picked, exempt. Case 20. 
Poultry, stuffed and frozen, exempt. Bureau opinion. 
Rabbits, dressed, exempt. Bureau opinion. 
Ramie fiber, exempt. Case 1. 
Seeds : 
Deawned, exempt. Case 20. 
Inoculated, exempt. Case 1. 
Natural, exempt. Case 1. 
Packets or boxes of seeds in display racks, exempt. Bureau opinion. 
Scarified, exempt. Case 20. 
Screened or sized, exempt. Case 2. 
Sprayed for disease control, exempt. Case 2. 
Seaweed, dried, ground, exempt. Bureau opinion, note 4. 
Sorghum fodder, exempt. Case 1. 
Sorghum grains, exempt. Case 1. 
Spices and herbs, unground, whether seeds, berries, leaves, bark, or roots, exempt. 
Bureau opinion. 
Spices and herbs, ground but not further processed, exempt. Bureau opinion, 
note 4. 
Stover, exempt. Case 1. 
Straw, exempt. Case 1. 
Sugar beets, exempt. Case 1. 
Sugarcane, exempt. Case 1. 
Tea,exempt. Casel1(b). Note 1. 
Tobacco: 
Chopped leaf, exempt. Bureau opinion. 
Leaf, exempt. Case 1. 
Redried leaf, exempt. Casel (a). 
Stemmed leaf, exempt. Bureau opinion. 
Stems, exempt. Bureau opinion. 
Trees : 
Bolts for making shingles, exempt. Bureau opinion. 
Brush, mesquite, twigs and debris burned off, exempt. Bureau opinion. 
Christmas, plain, sprayed, or coated, exempt. Bureau opinion. 
Cut to length, peeled, or split,exempt. Case 1. 
Shingle bolts, exempt. Bureau opinion. 
Telephone poles, not creosoted, exempt. Bureau opinion. 
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Vegetables: 
Bagged, exempt. Case 1. 
Beans, dried artificially and packed in small container, exempt. Case 20, 
Cucumbers, salt-cured, exempt. Case 1 (b), note 1. 
Cured, exempt. Case 1. 
Cut up, fresh, in cellophane bags, exempt. Case 20. 
Dried, naturally or artificially, exempt. Cases 1 and 20. 
Dehydrated, exempt. Bureau opinion, note 3. 
Frozen, fresh, exempt. Case 21. 
Garlic powder, exempt. Bureau opinion, notes 3 and 4. 
Graded, exempt. Case 1. 
Onion powder, exempt. Bureau opinion, notes 3 and 4. 
Onion chips and flakes, dried, exempt. Bureau opinion, notes 3. 
Peas, split, exempt. Bureau opinion. 
Peeled, uncooked, exempt. Bureau opinion. 
Powder, onion and garlic, exempt. Bureau opinion, notes 3 and 4. 
Quick frozen, fresh, exempt. Case 21. 
Shelled, exempt. Bureau opinion. 
Washed, fresh, in cellophane bags, exempt. Case 20. 
Wool, raw, cleaned, or scoured, exempt. Case 1 (a). 
Wool grease, as obtained from cleaning or scouring process, exempt. Bureau 
opinion. 
Wool tops and noils, exempt. Bureau opinion, note 5. 
Wool waste, carded but not spun, woven or knitted, exempt. Bureau opinion, 
note 5. 
Case Lists 


COM MISSION 


1. Determination of Exempted Agricultural Commodities, 52 M. C. C, 511. 

1 (a). Determination of Exempted Agricultural Commodities, 62 M. C. C. 87. 

1 (b). Determination of Exempted Agricultural Commodities, M. C. C. 968, 
First Supplemental Report, decided February 11, 1958. 

2. Blythe Common Carrier Application, 66 M. C. C. 560. 

3. Bonney Motor Express, Inc., Extension, 69 M. C. C. 480. 

4. Dougherty Common Carrier Application, 31 M. C. C. 793. 

5. Erickson Transport Corp., Extension—Madison, South Dakota, decided 
December 31, 1957, M. C. C. 118908, Sub. 21. 

6. Herrett Trucking Co., Inc., Extension—Feeds, 69 M. C. ©. 487. 

7. Hughes Extension—Frozen Foods, 71 M. C. C. 457. 

8. Karst Extension—Containers, 62 M. C. C. 579. 

9. Lewis Common Carrier Application, 69 M. C. C. 603. 

10. Midwest Coast Transport, Inc., Patension—Montana, M. C. C. 111812 Sub. 
27, decided December 31, 1957. 

11. Monark Egg Corp., Contract Carrier Application, 52 M. C. C. 576. 

12. Penn-Divie Lines, Inc., Extension—Rice, 72 M. C. C. 797. 

13. Prang Extension—Homing Pigeons, 53 M. C. C. 223. 

14. Refrigerated Transport Co., Inc., Extension, Frozen Foods, 72 \ 

15. Shipley Transfer, Inc., Extension—Liquid Latex, 52 M. ©. C. 
printed). 

16. Sprofera Common Carrier Application, 66 M. C. C. 123. 

17. Watkins Motor Lines, Inc., Interpretation, 64 M. C. C. 455. 


COURT 

18. Consolidated Truck Service, Inc., v. U. 8. and I. C. C., 144 F. Supp. 814. 

19. East Texas Motor Freight Lines, Inc. v. Frozen Food Express, 351 U. 8. 49. 

20. Frozen Food Erpress v. U. S. and I. 0. C., 148 F. Supp. 399, affirmed with- 
out opinion, 355 U. S. 6. 

21. Home Transfer & Storage Co. v. U. 8. and I. 0. C., 141 F. Supp. 599, 
affirmed without opinion, 352 U. S. 884. 

22. Premier Peat Moss Corp. v. U. S., 147 F. Supp. 169. 

23. Southwestern Trading Co. v. U. 8., 208 F. 2d 708. 


NoTES 


1.C. C. 458. 
806 (not 


NOTE 1 
The report in Determination of Exempted Agricultural Commodities, M. C. ©. 
968, First Supplemental Report, decided February 11, 1958, was served on Feb- 
ruary 14, 1958. Whether any petitions for reconsideration will be filed is not 
known at this time. 
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NOTE 2 


In Penn-Dizie, 68 M. C. C. 29, Division 1 of the Commission held fresh citrus 
fruit sections not to be within the exemption. However, this decision was ren- 
dered prior to the affirmance by the United States Supreme Court of the court 
decisions in J. 0. C. v. Home Transfer & Storage Co., 141 F. Supp. 599, 352, 
U. S. 884, and in Frozen Food Hxpress v. U. 8., 148 F. Supp. 399, 355 U. S. 6. 
In the former case peeled and sliced frozen peaches were held to be within the 
eexmption, and in the latter cut-up vegetables and peeled and pitted peaches 
were held to be within the exemption. 


NOTE 3 


In the Determination case, 52 M. C. C. 511, the Commission held that dehy- 
drated vegetables do not come within the exemption. However, that position 
would seem no longer valid in view of the recent holding in Frozen Food Ea- 
press v. U. 8., 148 F. Supp. 399 that dried egg powder, dried egg yolks and pow- 
dered milk are within the exemption, which holding was affirmed by the United 
States Supreme Court in 355 U. S. 6. 


NOTE 4 


It is rather clear from the Determination case, 52 M. C. C. 511, that the Com- 
mission considered grinding to be manufacturing, though it did not specifically 
so hold. The Bureau until recently considered all ground commodities to be 
not exempt. In Herrett, 69 M. C. C. 487 (January 29, 1957), the Commission, 
Division 1, held ground oat hulls not within the exemption. This, however, was 
prior to the expiration of the date for appeal in Frozen Food Express vy. U. 8. 
and I. C. C., 148 F. Supp. 399, in which the Court held, among other things, that 
ground peanut shells, dried egg powder, and powdered milk are within the 
exemption. No appeal was taken as to ground peanut shells, and on appeal the 
United States Supreme Court affirmed the decision as to the two powdered 
commodities. The Court opinion does not describe the grinding and powdering 
processes there involved, but in an early Commission case, Harris and Cailis, 
4M. C. C. 169, it was said that ground peanut shells are produced by pulveriza- 
tion in a hammer mill. 

In view of the Court holdings, which now are final, the Bureau no longer 
considers that grinding alone removes a commodity from the exemption. How- 
ever, manufacturing which follows or precedes grinding may have this effect. 
Thus the bolting which produces flour would make that commodity nonexempt. 
Also meals produced by grinding commodities from which the oil has been ex- 
tracted are considered not within the exemption. Thus in the Frozen Food 
ease, mentioned above, the Court held cottonseed meal not to be within the 
exemption. 

NOTE 5 


In view of the “substantial identity” test of the United States Supreme Court 
in East Texas Motor Freight Lines, Inc. v. Frozen Food Erpress, 351 U. 8. 49, 
the Bureau takes the view that the exemption includes cotton or wool which 
has been combed or carded but not spun, woven or knitted. Thus wool tops 
and noils are now considered within the exemption. Also considered within 
the exemption is waste which consists of scraps or discards of cotton or wool 
fibers resulting from the handling and processing in mills, but not waste made 
up of scraps of thread, yarn, or cloth. 


NOTE 6 


This holding was made in Hughes, 71 M. C. C. 457, which proceeding later 
was reopened for further hearing. Pending final determination of the proceed- 
ing the holding cannot be considered an authoritative decision of the Commis- 
sion. However, these same commodities were held not exempt in Bureau 
opinions rendered previous to the decision. Compare Administrative Ruling 
No. 98. 


Ruling No. 107 
Section 203 (b) (6) 
March 19, 1958 
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INTERSTATE COMMERCE COMMISSION, BUREAU OF Moror CARRIERS 


The following is an administrative ruling of the Bureau of Motor Carriers, 
for the purpose of making readily available holdings of the Commission and 
the courts, and Bureau opinions, relating to the status of various commodities 
under the partial exemption in section 203 (b) (6) of the Interstate Commerce 
Act. The “Bureau opinions” in this ruling are tentative and provisional and 
are made either in the absence of authoritative Commission or court decisions 
or in applying the holdings and reasoning of court decisions which have 
reversed or altered past general and specific findings of the Commission. 


GENERAL 


This ruling relates to section 203 (b) (6) as it presently reads: 

“Nothing in this part, except the provisions of section 204 relative to quali- 
fications and maximum hours of service of employees and safety of operation 
or standards of equipment shall be construed to include * * * (6) motor 
vehicles used in carrying property consisting of ordinary livestock, fish (includ- 
ing shellfish), or agricultural (including horticultural) commodities (not in- 
cluding manufactured products thereof), if such motor vehicles are not used 
in carrying any other property, or passengers, for compensation; * * *,” 
Pending before the Congress are bills which if enacted into law would limit 
or revise the application of the exemption and render obsolete many of the 
interpretations herein. 

For each entry in the commodity list there is shown either the number 
assigned to one of the Commission or court decisions in the case list, or the 
words “Bureau opinion,” the latter denoting an informal expression of the 
Bureau. In a few instances reference is made to a numbered note appended 
to the ruling. Certain of these explain the reason for Bureau opinions which 
differ from past Commission decisions. Others mentioned pending Commission 
proceedings which may affect the status of commodities making reference thereto. 

Though commodities are shown as either “exempt” or “not exempt,” it must 
be kept in mind that an “exempt” commodity loses its exemption whenever 
it is transported in a vehicle which at the same time is transporting for 
compensation commodities not within the exemption. 

The absence of a commodity from the list below should not be taken to 
mean that it is either within or not within the exemption. Only those com- 
modities are listed as to which inquiries have been received in the past by the 
Bureau or which have been the subject of Commission or court proceedings. 

W. Y. BLANNING, Director. 
Alfalfa. See Feeds. 
Animal fats, not exempt. Bureau opinion. 
Animals. See Livestock. 
Bagged commodities, placing exempt commodities in bags does not affect their 

exempt status. Case 1. 

Bark. See Forest Products. 

Barley. See Grains. 

Bees, exempt. Case 1. 

Beeswax, crude, in cakes and slabs, exempt. Bureau opinion. 
Beet pulp. See Feeds. 

Beets, sugar, exempt. Case 1. 

Berries. See Fruits. 

Bran. See Feeds. 

Broomcorn, threshed and baled, exempt. Bureau opinion. 
Bulbs. See Horticultural commodities. 

Butter, not exempt. Case 20. 

Buttermilk, exempt. Case 20. 

Canned fruits and vegetables, not exempt. Case 20. 
Carnauba wax as imported in slabs or chunks, not exempt. Bureau opinion. 
Castor beans, exempt. Case 1. 

Cattle, live. See Livestock. 

Cattle, slaughtered, not exempt. Case 20. 

Charcoal, not exempt. Bureau opinion. 

Cheese, not exempt. Case 1. 

Cheese, cottage, not exempt. Case 20. 

Cheese, cream, not exempt. Case 20. 





C 
C 
Cc 
CG 
Cc 
C 
C 
C 
C 
C 
Cc 
C 
€ 
C 
C 
C 
¢ 
( 
( 
( 
] 
I 
I 
I 
] 
] 








PROBLEMS OF THE RAILROADS 2217 


Christmas trees, plain, sprayed, or coated, exempt. Bureau opinion. 
Citrus fruits. See Fruits. 
Coal, not exempt. Bureau opinion. 
Coca beans, exempt. Case 1 (b), note 1. 
Coffee beans, green, exempt. Case 1 (b), note 1. 
Coffee, roasted, not exempt. Bureau opinion. 
Coffee, instant, not exempt. Bureau opinion. 
Containers, crates, and boxes which have been used in the movement of exempt 
commodities and are being returned for reuse, exempt. Case 8. 
Containers, new for use in shipping exempt commodities, not exempt. Case 8. 
Copra meal, not exempt. Case 6, 
Corn. See Grain. 
Corncobs, exempt. Case 1. 
Corncobs, ground, exempt. Bureau opinion, note 4, 
Corn fodder, exempt. Case 1. 
Cottage cheese. See Cheese. 
Cotton, carded but not spun, woven, or knitted, exempt. Bureau opinion, 
note 5. 
Cotton, ginned or unginned, exempt. Case 1. 
Cotton, linters, exempt. Case 20. 
Cotton, waste, consisting of scraps, of cotton fiber not spun, woven, or knitted 
exempt. Bureau opinion, note 5. 
Cotton yarn, not exempt. Bureau opinion. 
Cottonseed, whole, exempt. Case 1. 
Cottonseed cake, not exempt. Bureau opinion. 
Cottonseed, dehulled, exempt. Bureau opinion. 
Cottonseed hulls, exempt. Case 20. 
Cottonseed meal, not exempt. Case 20. 
Crates. See Containers. 
Cream. See Milk. 
Cream cheese. See Cheese. 
Dehydrated. See commodity name: Fruits, Vegetables, Eggs, ete. 
Diatomaceous earth, not exempt. Bureau opinion. 
Dinners, frozen, exempt. Bureau opinion. 
Dinners, seafood, frozen, not exempt. Case 7, note 6. 
Dried. See commodity name: Fruits, Vegetables, Eggs, etc. 
Eggs: 
Albumen, fresh, liquid, exempt. Case 5. 
Dried, exempt. Case 20. 
Frozen, exempt. Case 20. 
In shell, exempt. Case 1. 
Liquid, whole or separated, exempt. Case 5. 
Oiled, exempt. Case 1. 
Powder, dried, exempt. Case 20. 
Shelled, exempt. Case 5. 
Yolks, dried, exempt. Case 20. 
Yolks, fresh, liquid, exempt. Case 5. 
Fats, animal, not exempt. Bureau opinion. 
Feathers, exempt. Case 20. 
Feeds: 
Alfalfa meal, not exempt. Bureau opinion. 
Alfalfa pellets, not exempt. Bureau opinion. 
Beet pulp, not exempt. Case 6. 
Bran shorts, not exempt. Case 6. 
Copra meal, not exempt. Case 6. 
Corn gluten, not exempt. Bureau opinion. 
Cottonseed products. See Cottonseed. 
Distilled corn grain residues, with or without solubles added, not exempt. 
Case 6. 
Fish meal, not exempt. Case 6. 
Hominy feed, not exempt. Bureau opinion. 
Midlings, not exempt. Case 6. 
Oat hulls, ground, exempt. Bureau opinion, note 4. 
Pelletized ground refuse screenings, not exempt. Case 6. 
Rice bran, exempt. Bureau opinion ; compare case 12, 
Screenings, feed, exempt. Case 6. 
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Feeds—Continued 
Wheat bran, not exempt. Bureau opinion. 
Wheat shorts, not exempt. Bureau opinion. 
Fertilizer, commercial, not exempt. Bureau opinion. 
Fish (including shellfish) : 

General. Frozen, quick frozen, and unfrozen fish and shellfiish in the 
various forms in which it is shipped, such as live fish, fish in the round, 
beheaded, and gutted fish, filleted fish, beheaded shrimp, and oysters, 
clams, crabs, and lobsters, with or without shells, including crab meat 
and lobster meat, exempt. Case 11. 

Breaded, uncooked, frozen or unfrozen, exempt. Administrative Ruling 
No. 98, November 28, 1955. 

Cakes, codfish, not exempt. Case 7, note 6. 

Ciam juice or broth, not exempt. Bureau opinion. 

Cooked or partially cooked fish or shrimp, frozen or unfrozen, not exempt. 
Administrative Ruling No. 98, November 28, 1955. 

Croquettes, salmon, frozen, not exempt. Case 7, note 6. 

Deviied crabs, clams, or lobsters, frozen, not exempt. Case 7, note 6. 

Dinners, frozen, not exempt. Case 7, note 6. 

Fried fish fillets, oysters, or scallops, frozen, not exempt. Case 7, note 6. 

Frogs, live or dressed, exempt. Bureau opinion. 

Frozen. See General above, and individual listings. 

Hermetically seaied in containers as a treatment for preserving, not exempt. 
Case 11. 

Hermetically sealed in containers for cleanliness only, preservation attained 
by reirigeration, exempt. Bureau opinion. 

Meal, not exempt. Case 6. 

Offal (inedible portions of fish not further processed), exempt. Bureau 
opinion. 

Oil from fishes, not exempt. Bureau opinion. 

Preserved, or treated for preserving, such as smoked, salted, pickled, spiced, 
corned or kippered, not exempt. Case 11. 

Shells, oyster, moving to market for use in button making, not exempt. 
Case 16. 

Stew, consisting of raw oysters or clams, milk, and seasoning, frozen but , 
uncooked, exempt. Bureau opinion. 

Sticks, frozen, not exempt. Case 7, note 6. 

Turtles, sea or fresh water, exempt. Bureau opinion. 

Whale meat, fresh, exempt. Bureau opinion. 

Flagstone, not exempt. Bureau opinion. 

Flax fiber, exempt. Case 1. 

Flaxseed, whole, exempt. Case 1. 

Flaxseed meal, not exempt. Bureau opinion. 

Flour, not exempt. Bureau opinion. 

Flowers and flower plants. See Horticultural commodities. 
Fodder, corn and sorghum, exempt. Case1. 

Forage. See Hay. 

Forest products : 

Bark, exempt. Case 1. 

Bark, boiled to clean and soften, exempt. Bureau opinion. 

Blankets of pine and spruce boughs, exempt. Bureau opinion. 

Greenery, exempt. Case 1. 

Holly sprigs, and cuttings, exempt. Bureau opinion. 

Leaves, exempt. Case 1. 

Leaves, sisal, husks and moisture removed, exempt. Bureau opinion. 

Mistletoe, exempt. Bureau opinion. 

Myrobalons, as imported in natural state, exempt. Bureau opinion. 

Palmyra stalk fibers (fronds from palm leaves), exempt. Bureau opinion. 

Peat moss, dried, shredded, baled, exempt. Case 22. 

Resin, crude, exempt. Case 1. 

Resin products, such as turpentine, not exempt. Administrative Ruling 
No. 62, August 3, 1937. 

Roots, natural or dried, exempt. Bureau opinion. 

Sap, maple, exempt. Case 1. 

Spanish moss, exempt. Case 1. 

Sphagnum moss, exempt. Bureau opinion. 

Spices. See separate listing: Spices. 

Trees. See separate listing: Trees. 
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Valonia, as imported in natural state, exempt. Bureau opinion. 
Wreaths of holly or other natural material with small amount of founda- 
tion or decorative material, exempt. Bureau opinion. 
Frogs. See Fish. 
Frozen. See commodity name: Fruits, Vegetables, Fish, Poultry, ete. 
Fruits and berries: 
Bagged, exempt. Case 1. 
Canned, not exempt. Case 20. 
Citrus fruit sections, fresh, cold-packed, semifrozen, or frozen, exempt. 
Bureau opinion, note 2. 
Color added, exempt. Case 1. 
Dates, pitted, dried, exempt. Bureau opinion. 
Dehydrated, exempt. Bureau opinion, note 3. 
Dried, naturally or artificially, exempt. Cases 1 and 20. 
Figs, dried, halved or quartered, exempt. Bureau opinion. 
Frozen, fresh, exempt. Case 20. 
Fumigated, exempt. Case 1. 
Graded, exempt. Case 1. 
Hulls of oranges after juice extraction, not exempted. Bureau opinion. 
In brine, to retain freshness, exempt. Bureau opinion. 
Juice, orange or other citrus, not exempt. Case 17. 
Juice, fruit, plain or concentrated, not exempt. Bureau opinion. 
Kernels, exempt. Bureau opinion. 
Oiled apples, exempt. Case 1. 
Peaches, peeled, pitted, and put in cold storage in unsealed containers, ex- 
empt. Case 20. 
Quick frozen, fresh, exempt. Case 21. 
Pies, frozen, not exempt. Case 14. 
Preserved, such as jam, not exempt. Bureau opinion. 
Purees, strawberry and other, frozen, not exempt. Case 7, note 6. 
Raisins, seeded or unseeded, exempt. Bureau opinion. 
Sliced, fresh or frozen, exempt. Bureau opinion, note 2. 
Strawberries, in sirup and unsealed containers in cold storage, exempt. 
Case 20. 
Grains: 
Artificially dried, exempt. Case 1. 
Barley, rolled, exempt. Case 20. 
Barley, whole, exempt. Case 1. 
Corn, cracked, exempt. Bureau opinion. 
Corn, shelled, exempt. Case 1. 
Corn, whole, exempt. Case 1. 
Feeds. See separate heading: Feeds. 
Hulls. See Feeds. 
Milo maize, exempt. Bureau opinion. 
Oats, whole, exempt. Case 1. 
Oil extracted from grain, not exempt.—Bureau opinion. 
Popcorn, popped, not exempt.—Bureau opinion. 
Popcorn, unpopped, shelled, in sealed or unsealed containers, exempt.— 
Bureau opinion. 
Rice bran, exempt.—Bureau opinion. Compare Case 12. 
Rice, brewers, exempt.—Bureau opinion. 
Rice, clean, exempt.—Cases 12 and 20. 
Rice, polish, exempt.—Case 20. 
Rice, precooked, not exempt.—Bureau opinion. 
Rice, whole, exempt.—Case 1. 
Rye, whole, exempt.—Case 1. 
Sorghum grains, whole, exempt.—Case 1. 
Wheat germ, not exempt.—Bureau opinion. 
Wheat, whole, exempt.—Case 1. 
Grass sod, exempt.—Bureau opinion. 
Gravel, not exempt.—Bureau opinion. 
Greenery. See Forest products. 
Grinding. See Note 4. 
Hair, alpaca, camel, or goat, clipped from animal, exempt. Bureau opinion. 
Hair, hog or other animal, product of slaughter of animal, not exempt.—Bureau 
opinion. 
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Hay and forage, dried naturally or artificially, exempt.—Case 1. 

Hay, chopped, exempt.—Case 20. 

Hay, dehydrated, exempt.—Case 1. 

Hay, salt (from salt marshes), exempt.—Bureau opinion. 

Hay, sweetened with 3 percent molasses by weight, not exempt.—Bureau 
opinion. 

Hemp fiber, exempt.—Case 1. 

Herbs. See Spices. 

Hides, green and salted, not exempt.—Cases 1 and 23. 

Honey, in the comb or strained, exempt.—Case 1. 

Honey, heat treated to retard granulation, exempt.—Bureau opinion. 

Hops, exempt.—Case 1. 

Horticultural commodities : 

Bulbs, exempt.—Bureau opinion. 

Flowers, growing or cut, exempt.—Bureau opinion. 

Leaves, natural or dried, exempt.—Bureau opinion. 

Nursery stock, exempt.—Bureau opinion. 

Plants, vegetable and flower, exempt.—Bureau opinion. 

Roots, rhubarb, asparagus, mint, etc., exempt.—Bureau opinion. 

Trees, growing balled in earth, exempt.—Bureau opinion. 

Wreaths, holly or other natural material, with small amount of foundation 
or decorative material, exempt.—Bureau opinion. 

Humus, of a nature similar to peat moss, exempt. Bureau opinion. 

Ice for cooling subsequent shipments of exempt commodities, exempt.—Ad- 
ministrative Ruling No. 63, August 8, 1937. 

Imported commodities, have same status as domestic.—Cases 1 (b) and 22. 

Insecticides, not exempt.—Bureau opinion, 

Juices. See Fruits. 

Jute fiber, in bales, exempt.—Bureau opinion. 

Kelp, dried, ground, exempt.—Bureau opinion, note 4. 

Latex. See Rubber. 

Leaves. See Forest products, Horticultural commodities, and Spices. 

Livestock : 

Exhibit animals, such as those of 4-H Club members, which though 
showed for a few days, are chiefly valuable for slaughter, exempt.— 
Bureau opinion. 

Medical use animals, such as ordinary healthy swine for serum manu- 
facture, exempt.—Bureau opinion. 

Monkeys, not exempt.—Bureau opinion. 

Ordinary, i. e., all cattle, swine, sheep, goats, horses, and mules, except 
such as are chiefly valuable for breeding, racing, show purposes, and 
other special uses, exempt.—Case 1. 

Race horses, not exempt.—Case 1. 

Registered or purebred cattle for ordinary farm or ranch uses, not chiefly 


valuable for breeding, race, show, or other special purposes, exempt.— 
Bureau opinion. 


Show horses, not exempt.—Case 1. 
Zoo animals, not exempt.—Bureau opinion. 
Limestone, agricultural, not exempt.—Bureau opinion. 
Linseed meal. See Meal. 
Lumber, rough sawed or planed, not exempt.—Cases 1 and 9. 
Manure, in natural state, exempt.—Case 1. 
Manure, dried or dehydrated, bagged, exempt.—Bureau opinion. 
Maple sap, exempt.—Case 1. 
Maple sirup, not exempt.—Bureau opinion. 
Meal, alfalfa, not exempt.—Bureau opinion. 
Meal, copra, not exempt.—Case 6. 
Meal, cottonseed, not exempt.—Case 20. 
Meal, fish, not exempt.—Cases 6. 
Meal, flaxseed, not exempt. Bureau opinion. 
Meal, linseed, notexempt. Bureau opinion. 
Meal, peanut, not exempt. Bureau opinion. 
Meal, soybean, not exempt. Bureau opinion. 
Meat and meat products, fresh, frozen or canned, not exempt. Cases 1 and 20. 
Milk and cream: 
Buttermilk, exempt. Case 20. 
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Chocolate, not exempt. Case 1. 
Condensed, not exempt. Case 20. 
Frozen, exempt. Case 20. 
Homogenized, exempt. Case 1. 
Pasteurized, exempt. Cases 1 and 20. 
Powdered, exempt. Case 20. 
Raw, exempt. Case1. 
Skim, exempt. Cases 1 and 20. 
Skim, with two-thirds of water removed, in bulk or unsealed containers, 
exempt. Bureau opinion. 
Standardized, exempt. Case 1. 
Sterilized in hermetically sealed cans, not exempt. Bureau opinion. 
Vitamin A, exempt. Cases 1 and 20. 
Milo. See Grains. 
Mohair, raw, cleaned, or scoured, exempt. Casel (a). 
Molasses, notexempt. Bureau opinion. 
Moss. See Forest products, 
Mushrooms, fresh,exempt. Case 4. 
Nursery stock. See Horticultural commodities. 
Nuts (including peanuts) : 
Peanut meal, not exempt. Bureau opinion. 
Peanut shells, ground, exempt. Case 20, note 4. 
Polished, exempt. Bureau opinion. 
Raw, shelled or unshelled, exempt. Cases 1,3, and 18. 
Roasted or boiled, not exempt. Bureau opinion. 
Shelled, raw, exempt. Cases 3 and 18. 
Shells, exempt. Bureau opinion. 
Shells, ground peanut, exempt. Case 20, note 4. 
Unshelled, raw, exempt. Case 1. 
Oats. See Grains. 
Oil, mint, not exempt. Case 1. 
Oil, extracted from vegetables, grain, seed, fish, or other commodity, not exempt. 
Bureau opinion. 
Packaged commodities, packaging exempt commodities does not affect their 
exempt status. Case1. 
Peanuts. See Nuts. 
Peat moss. See Forest products. 
Pelletized feeds. See Feeds. 
Pelts, notexempt. Case1. 
Pies, frozen, notexempt. Case 14. 
Pigeons, racing, notexmept. Case 13. 
Plants, vegetable or flower. See Horticultural commodities. 
Poles. See Trees. 
Popcorn. See Grains. 
Poultry, dressed, fresh or frozen,exempt. Case 19. 
Poultry feathers, exempt. Case 20. 
Poultry, frozen,exempt. Case 19. 
Poultry, live,exempt. Case 1. 
Poultry, picked, exempt. Case 20. 
Poultry, stuffed and frozen, exempt. Bureau opinion. 
Pulp, beet, notexempt. Case 6. 
Pulp, sugarcane, not exempt. Bureau opinion. 
Purees. See Fruits. 
Rabbits, dressed, exempt. Bureau opinion. 
Raisins. See Fruits. 
Ramie fiber, exempt. Case 1. 
Resin. See Forest products. 
Rice. See Grains. 
Rock, not exempt. Bureau opinion. 
Roots. See Forest products, Horticultural commodities. 
Rubber, crude, in bales, not exempt. Bureau opinion. 
Rubber, latex, natural, liquid, from which water has been extracted and to which 
ammonia has been added, not exempt. Case 15. 
Rye. See Grains. 
Sand, notexempt. Bureau opinion. 
Sap. See Forest products. 
Sawdust, from lumber mills, not exempt. Bureau opinion. 
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Seeds: 
Cotton. See Cottonseed. 
Deawned, exempt. Case 20. 
Flax. See Flaxseed. 
Inoculated, exempt. Case 1. 
Meal made from seeds. See Meal. 
Natural,exempt. Case1. 
Oil extracted from seeds, not exempt. Case1. 
Packets or boxes of seeds in display racks, exempt. Bureau opinion. 
Scarified,exempt. Case 20. ‘ 
Screened or sized,exempt. Case 2. 
Spice. See Spices. 
Sprayed for disease control, exempt. Case 2. 
Seaweed, dried, ground, exempt. Bureau opinion, note 4. 
Shells, nut. See Nuts. 
Shells, oyster. See Fish. 
Shingle bolts. See Trees. 
Skins, animal, notexempt. Cases 1 and 23. 
Sliced. See commodity name: Fruits, Vegetables, etc. 
Soil, potting, not exempt. Bureau opinion. 
Soil, top, not exempt. Bureau opinion. 
Sorghum fodder, exempt. Case 1. 
Sorghum grains, exempt. Case 1. 
Soup, frozen, not exempt. Bureau opinion. 
Spices and herbs, unground, whether seeds, berries, leaves, bark, or roots, exempt. 
Bureau opinion. 
Spices and herbs, ground but not further processed, exempt. Bureau opinion, 
note 4. 
Stover, exempt. Case 1. 
Straw,exempt. Case 1. 
Sugar, not exempt. Case 1. 
Sugar beets, exempt. Case 1. 
Sugarcane, exempt. Case 1. 
Sugarcane pulp, not exempt. Bureau opinion. 
Sugar, raw, not exempt. Bureau opinion. 
Sirup, cane, notexempt. Case 1. 
Sirup, maple, not exempt. Bureau opinion. 
Tea, exempt. Casel (b), note 1. 
Telephone poles. See Trees. 
Textile waste. See Cotton waste. 
Tobacco: 
Chopped leaf, exempt. Bureau opinion. 
Cigars and cigarettes, not exempt. Bureau opinion. 
Homogenized, not exempt. Bureau opinion. 
Leaf,exempt. Case 1. 
Redried leaf, exempt. Casel1 (a). 
Smoking, not exempt. Bureau opinion. 
Stemmed leaf, exempt. Bureau opinion. 
Stems, exempt. Bureau opinion. 
Top soil, not exempt. Bureau opinion. 
Trees: 
Bolts for making shingles, exempt. Bureau opinion. 
Brush, mesquite, twigs and debris burned off, exempt. Bureau opinion. 
Christmas, plain, sprayed, or coated, exempt. Bureau opinion. 
Cut to length, peeled, or split,exempt. Case 1. 
Growing. See Horticultural commodities. 
Sawed into lumber, not exempt. Case 1. 
Shingle bolts, exempt. Bureau opinion. 
Telephone poles, not creosoted, exempt. Bureau opinion. 
Turtles. See Fish. 
Vegetables: 
Bagged, exempt. Case 1. 
Beans, dried artificially and packed in small container, exempt. Case 20. 
Candied sweetpotatoes, frozen, not exempt. Case 7, note 6. 
Canned, not exempt. Case 20. 
Cooked, not exempt. Bureau opinion. 
Cucumbers, salt cured, exempt. Case 1 (b), note 1. 
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Cured, exempt. Case 1. 
Cut up, fresh, in cellophane bags, exempt. Case 20. 
Dried, naturally or artificially, exempt. Cases 1 and 20. 
Dehydrated, exempt. Bureau opinion, note 3. 
French fried potatoes, not exempt. Case 10. 
Frozen, fresh, exempt. Case 21. 
Garlic powder, exempt. Bureau opinion, notes 3 and 4. 
Graded, exempt. Case 1. 
Oil extracted from vegetables, not exempt. Bureau opinion. 
Onion powder, exempt. Bureau opinion, notes 3 and 4. 
Onion chips and flakes, dried, exempt. Bureau opinion, note 3. 
Peas, split, exempt. Bureau opinion. 
Peeled, uncooked, exempt. Bureau opinion. 
Powder, onion and garlic, exempt. Bureau opinion, notes 3 and 4 
Quick frozen, fresh, exempt. Case 21. 
Shelled, exempt. Bureau opinion. 
Soup, frozen, not exempt. Bureau opinion. 
Soybean meal, not exempt. Bureau opinion. 
Washed, fresh, in cellophane bags, exempt. Case 20. 
Whale meat. See Fish. 
Wheat. See Grains. 
Wheat products. See Feeds, Flour. 
Wood chips for making woodpulp, not exempt. Bureau opinion. 
Wool, raw, cleaned, or scoured, exempt. Casel (a). 
Wool grease, as obtained from cleaning or scouring process, exempt. Bureau 
opinion. 
Wool tops and noils, exempt. Bureau opinion, note 5. 
Wool waste, carded but not spun, woven or knitted, exempt. Bureau opinion, 
note 5. 
Wool Yarn, not exempt. Bureau opinion. 
Wreaths. See Forest products. 


CasE Lists 
COM MISSION 


1. Determination of Exempted Agricultural Commodities, 52 M. C. C. 511. 

1 (a). Determination of Exempted Agricultural Commodities, 62 M. C. C. 87. 

1 (b). Determination of Exempted Agricultural Commodities, M. C. C. 968, 
First Supplemental Report, decided February 11, 1958. 

2. Blythe Common Carrier Application, 66 M. C. C. 560. 

3. Bonney Mctor Express, Inc., Extension, 69 M. C. C. 480. 

4. Dougherty Common Carrier Application, 31 M. C. C. 7938. 

5. Hrickson Transport Corp., Extension—Madison, South Dakota, decided 
December 31, 1957, M. C. 113908, Sub. 21. 

6. Herrett Trucking Co., Inc., Extension—Feeds, 69 M. C. C. 487. 

7. Hughes Extension—l'rozen Foods, 71 M. C. C, 457. 

8. Karst Extension—Containers, 62 M. C. C. 579. 

9. Lewis Common Carrier Application, 69 M, C. C. 603. 

10. Midwest Coast Transport, Inc., Extension—Montana, M. C, 111812, Sub. 
27, decided December 31, 1957. 

11. Monark Egg Corp., Contract Carrier Application, 52 M. C. C. 576. 

12. Penn-Dixie Lines, Inc., Extension—Rice, 72 M. C. C. 797 

13. Prang Extension—Homing Pigeons, 53 M. C, C. 223. 

14. Refrigerated Transport Co., Inc., Extension, Frozen Foods, 72 M. C. C. 
459. 

15. Shipley Transfer, Inc., Extension—Liquid Later, 52 M. C. C. 806 (not 
printed). 

16. Sprefera Common Carrier Application, 66 M. C. C. 123. 

17. Watkins Motor Lines, Inc., Interpretation, 64 M. C. C. 455. 


COURT 


18. Consolidated Truck Service, Inc. v. U. 8., and I. 0. C., 144 F. Supp. 814. 
19. East Texas Motor Freight Lines, Inc. v. Frozen Food Express, 351 U. 8. 


49. 
20. Frozen Food Erpress v. U. 8. and I. C. C., 148 F. Supp. 399, affirmed 
without opinion, 355 U.S. 6. 
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21. Home Transfer & Storage Co. v. U. 8. and I. C. C., 141 F. Supp. 599, 
affirmed without opinion, 352 U. S. 884. 

22. Premier Peat Moss Corp. v. U.S., 147 F. Supp. 169. 

23. Southwestern Trading Co. v. U.8., 208 F. 2d 708. 


NOTES 


Note 1.—The report in Determination of Exempted Agricultural Commodities 
(M. O. C. 968), First Supplemental Report, decided February 11, 1958, was 
served on February 14, 1958. Whether any petitions for reconsideration will be 
filed is not known at this time. 

Note 2.—In Penn-Dizie (68 M. C. C. 29), Division 1 of the Commission held fresh 
citrus fruit sections not to be within the exemption. However, this decision was 
rendered prior to the affirmance by the United States Supreme Court of the court 
decisions in J. C. C. v. Home Transfer & Storage Co. (141 F. Supp. 599, 352 U. §. 
884), and in Frozen Food Express v. U. 8S. (148 F. Supp. 399, 355 U. S.6). In the 
former case peeled and sliced frozen peaches were held to be within the exemption, 
and in the latter case cut up vegetables and peeled and pitted peaches were held 
to be within the exemption. 

Note 3.—In the Determination case (52 M. C. C. 511), the Commission held that 
dehydrated vegetables do not come within the exemption. However, that position 
would seem no longer valid in view of the recent holding in Frozen Food Express 
v. U. 8. (148 F. Supp. 399), that dried egg powder, dried egg yolks and powdered 
milk are within the exemption, which holding was affirmed by the United States 
Supreme Court in 355th United States Reports, at page 6. 

Note 4.—It is rather clear from the Determination case (52 M. C. ©, 511), that 
the Commission considered grinding to be manufacturing, though it did not spe 
cifically so hold. The Bureau until recently considered all ground commodities 
to be not exempt. In Herrett (69 M. C. C. 487, Jan. 29, 1957), the Commission, 
Division 1, held ground oat hulls not within the exemption. This, however, was 
prior to the expiration of the date for appeal in Frozen Food Express v. U. 8. 
and I. C. C. (148 F. Supp. 399), in which the court held, among other things, that 
ground peanut shells, dried egg powder, and powdered milk are within the exemp- 
tion. No appeal was taken as to ground peanut shells, and on appeal the United 
States Supreme Court affirmed the decision as to the two powdered commodities. 
The Court opinion does not describe the grinding and powdering processes there 
involved, but in an early Commission case, Harris and Callis (4 M. C. C. 169), it 
was said that ground peanut shells are produced by pulverization in a hammer 
mill, 

In view of the Court holdings, which now are final, the Bureau no longer 
considers that grinding alone removes a commodity from the exemption. How- 
ever, manufacturing which follows or precedes grinding may have this effect. 
Thus the bolting which produces flour would make that commodity nonexempt. 
Also meals produced by grinding commodities from which the oil has been ex- 
tracted are considered not within the exemption. Thus in the Frozen Food case, 
mentioned above, the court held cottonseed meal not to be within the exemption. 

Note 5.—In view of the “substantial identity” test of the United States Supreme 
Court in Hast Texas Motor Freight Lines, Inc. v. Frozen Food Express (351 U. 8. 
49), the Bureau takes the view that the exemption includes cotton or wool which 
has been combed or carded but not spun, woven or knitted. Thus wool tops and 
noils are now considered within the exemption. Also considered within the 
exemption is waste which consists of scraps or discards of cotton or wool fibers 
resulting from the handling and processing in mills, but not waste made up of 
scraps of thread, yarn, or cloth. 

Note 6.—This holding was made in Hughes (71 M. C. C. 457), which proceeding 
later was reopened for further hearing. Pending final determination of the 
proceeding the holding cannot be considered an authoritative decision of the 
Commission. However, these same commodities were held not exempt in Bureau 
opinions rendered previous to the decision. Compare Administrative Ruling 
No. 98. 

THE CURRENT RAILROAD SITUATION 


When Mr. Loomis appeared before your committee on January 15, nearly 3 
months ago, he presented testimony regarding the deteriorating railroad situation. 
Since that time the financial position of the railroad industry has worsened to an 
alarming degree. 
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As shown by the statement filed by Mr. Loomis, freight carloadings in Septem- 
ber 1957 were 9.6 percent below the same month in 1956; in Oetober the decline 
was 11.1 percent; in November it was 13.8 percent; and in December the decline 
was 15.9 percent. For the first 8 weeks of 1958, carloadings declined 17 percent 
under the same period in 1957. For the latest 4-week period, ended March 22, 
carloadings showed a decline of 21.1 percent. 

As a result of declining traffic and increased costs, railroad net earnings are 
showing severe declines. Railroad net income for the month of January 1958 for 
all class I railroads showed a decline of $27 million, or 62 percent under January 
1957. 

Attached are two tables showing data relating to the financial situation of 93 
railroads of class I thus far reporting for the month of February 1958. Those 93 
railroads represent 83 percent of the gross revenues of all class I companies, and 
in the month of February 1958 not only had no net income whatsoever but actually 
reported a net deficit of $15 million. The second table attached shows the net 
income or deficit for each of the 93 railroads thus far reporting for February 


The record before you shows that net working capital of the class I railroads at 
the close of 1955 amounted to $938,100,000, but by September 30, 1957, had been 
reduced to $537,200,000. Latter data now available shows that as of January 
81, 1958, net working capital amounted to only $396,500,000. In other words, the 
present net working capital of the railroads is only equivalent to about 17 days 
of the railroads’ cash operating requirement. 

Thus the serious financial situation of the railroads reported to your committee 
nearly 3 months ago has grown substantially worse. 


CONDENSED INCOME ACCOUNT 
98 railways of class I representing 83 percent of gross revenues for all 
class I roads 


Month of February 
Item and district Percent 


decrease 
1958 1957 


Total operating revenues: 























Pee GaNar Oe. ois. Jablcs cds debs _-------} $230,819, 540 $297, 004, 963 22.3 
DOIN, NO co: brs wm erin iam inip'as Sioa winnaar 41, 133, 598 52, 310, 138 21.4 
Southern region. .__- haruhningtic ghia aalahingeretie test all 81, 485, 787 | 92, 405, 000 11.8 
Western district __ _- Pin wcceke Guns dsb guaniven suas 214, 868, 611 233, 274, 942 7.9 
OE SS arcs saith end wikis Kee apernmaaed ee 568, 307, 536 674, 995, 033 15.8 
Total operating expenses: 
Eastern district. aus watts ‘ en Acie 216, 352, 174 240, 146, 632 9.9 
ITN od... al ull slip emnilinddine lanai 33, 563, 196 38, 493, 081 12.8 
Southern region. . oder ndedunney onesie culnpunbedimiekdnign 67, 632, 866 70, 577, 106 4.2 
Western district... __- (weimes Shun dstousbeuseswauihed 180, 670, 708 186, 696, 393 3.2 
SN I 9nd candace nic cies pasieneiahen ideiaherutiies 498, 218, 944 535, 913, 212 7.0 
Taxes: United States. .__............- wish dati tle Rebbadvake 47, 725, 584 68, 318, 546 30. 1 
Net railway operating income: i ji se 
OE i. an olen wns nt tele aieehnids balbnak biel 1 16, 771, 760 19, 226, 126 }_.....--.- 
NTN 22.2 Abs vicc ccWepthadncblicaentttantecnin 4, 432, 521 7, 778, 600 43.0 
NY MS 2 od on bb be cabant Uh ebiamtnbusti iets 6, 615, 592 10, 582, 215 37.5 
SO i on rateennti deen tcire mele S siereenctaligioyi 9, 229, 868 16, 740, 760 44.9 
United States... ._..--- dws coeds ahsebsthecauasss = 3, 506, 221 54, 327, 701 93.5 
Net income: 
Eastern district_____- ieekceedee jéoecnsuancneguies eek 1 26, 000, 600 9, 000, 000 |.......--- 
Pocahontas region _. ...-.-......-.--- okilG Gee uwoeient c 3, 000, 000 7, 000, 000 57.1 
IN: OR eo oso ccnetiand obebecasbe nase tekaubnie 3, 000, 000 8, 000, 000 62.5 
Western district. _-.........- sealer tog Sk scone sp nigeledasiante 5, 000, 000 12, 000, 000 58.3 
TOR BOici so 5 rein ede cn. A csi 115, 000, 000 36, 000, 000 |_.-....--. 
1 Deficit. 


Source: Monthly Reports of Revenues and Expenses to the Interstate Commerce Commission. 
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] 
Net income, 98 railroads of class I, month of February 1958 and 1957 N 
Net ineome (partially 
estimated) 
Region and road 
New ee : 
Bangor & Sorsteox Bebb wh at od SLE ARO N 
a OD aed Loe abe se adindecdbhane louie a 
OE LEE AL EEL TAIT EE 
De ee, SO SEMEVON OE TEMES noe nn nn pene nnce cence ceage-= 0 
SN OE sec Wtein Svs ab ob Ue dn cit slew obunsokd de ceduncedtL dice Seecd 
Great Lae region 
ee ee en Nae ane enncamahetine 
Delaware, Lackawanna & Hudson ----_..............----------.-------- 
Datvots I 29 65 oak 0 tks bei -bdd~ cokes bee ahaa 
Ee Ge So Atle i ttle la a ali ae ee pa mei 
ca ee idl Shan te ratetmon ue 
Se ENN EUNONI oo. eal WG ee si sae kk 
Lehigh & New England_-._................----. ike 8. Aitalie <anie dqcsag’ § 
IS LE OL LLL TT TIT 
eS te a aap later Ligh ile ttn Re i ES 5 2 
Penns Fo EU is ide oie Sad de et 
eeu te ane, Aiptenme Go Bt. Tele. 9a one sei. snd vnsnssbacecesi se denapeseses 
we ENE ees , 
Pittsburgh & Lake Erie _-___..- apse de. cr ee, ES ee 635, 438 076 
Pittsburgh & West Virginia.._..........-......--22.-------2.--- Ses way 9, 418 83, 060 
_. “See Sn tis dali deni adhaoneiete th len oh abel cael ianeanin dehy ox 25, 346 660, 260 
Central eastern region: 
eas SURO WEN So. Uek. we ewe bcngpbcbuscaseeusdencsien 2 29, 000 37, 000 , 
Baltimore & Ohio. .._....-.----- ivere sy PES 5S EE ss 2989, 597 1, 233, 799 
Bessemer & Lake Erie..............-..----- lesions iil ned here enatiiea . 2 743, 175 193, 697 
Central RR. of New Jersey...--- iE iecasitets an, Se, inte e daca dveniale- Lecea & 2 4°9, 554 4 392, 362 
DS eee renee pie ue eons idea 2 135, 426 97, 764 
rt I, 2 gD ca beiadenctheanaeiniecnunn 41, 145 113, 618 
I 141, 454 242, § 
ee ne acne. Cuashgadadteniniatamawsees 2 33, 000 418, 000 
IAA OD Deo. cc indi cwtubndeudadbbusecocseshanues 231,740 2 20, 142 
i RN i iad sn atid a eieuw eibeieaedbehionl 2 3,000 24, 000 
i ie indecent aicaaineies Site 28, 816, 159 853, 956 
Pennsylvania-Reading Seashore Lines-.-----.-.-.--..---.--------------- 2 550, 221 2 486, 018 
ne SEO ee, toe ile b dua ecielcdhbenddh ob dne> 2 160, 415 717, 703 
I ke, rica caningn dae guabeyensiansiang prio tanes 299, 249 2 50, 201 
Cee TT ee ae ee ag cea eaeletied lamin 125, 155 711, 874 
Pocahontas region: 
Chesa ENS OEE 0 De Be Dd 2 adh ucleicnmcidh dn eet mahal 2, 120, 093 4, 222, 218 
SO ae hcenadidhciniptiicwindabed aidaiiteeiladsita 1, 180, 500 2, 246, 026 
Richmond, Fredericksburg & Potomac.-.-_.........--....-.-------------- 111, 325 279, 762 
Southern region: 
Alabama Great Southern._..............-..------------- 2 234, 781 246, 942 
Alabama, Tennessee & Northern-...........-------------- 23, 670 
Atlanta & NE on ot a denanenagbeacteucee 56, 315 
I 8 ob oe db nfo cccevccndcicnccce : j 2 934 
RI NO ng, Bh cb ddn Lbsds cnpocesesonccese 473, 763 
Carolina & Peweetecn b 12, 254 
Central of Georgia____..........--- ah 4 j 181, 624 
Charleston & 4 MEL Sib veiiise ccs ccuas 41, 935 
Cincinnati, New Orleans & Texas Pacific..........-- 687, 373 
EN SEE. OLE . 3, 91E 2 87, 530 
Georgia Southern & Florida_-_..........-..-------- 2 37, 521 
Gulf Mobile & Ohio__.__._.__- em. : 228, 917 
Louisville & Nashville__...-_.- J 1, 490, 321 
New Orleans & Northeastern... 87, 756 
Norfolk Southern !___._._- 65, 000 
Piedmont & Northern 98, 261 
Savannah & Atlanta !_ 45, 000 
NO EATS EAT z 1, 683, 203 
a LE aa : 677, O15 2, 543, 960 
Tennessee Central..._- eh Shbdidieka A Lk no ban headed do ae dn nahowe 2 36, 116 2 26, 275 
Western Railway of as ries 9, 175 18, 026 
Northwestern region: 

y Chicasa tareat Westerm 'o_.o00....-..-............-... ts ca bhndbdeeead 234, 000 250, 000 
Chicago, Milwaukee, St. Paul & Pacific_..............--..---.-.-----.-- 2 591, 312 115, 007 
ee ee eee ae eee 2 1, 782, 904 2 1, 912, 106 
Duluth, South Shore & Atlantic.........---- ieaecedesiadabh Seoakasataae 280, 044 2 62, 085 
Duluth Winnipeg & Pacific.......-.....-.---------- << jibe ucla bee kaaioad 17, 992 125, 360 
ON RE ES OSES CET GE Pew a ee tear «ee ere 638, 624 2 182, 081 
era a See caarean cadwedenaa mentite 9, 000 32, 000 
Minneapolis & St. Louis_- ST ES ae a 70, 869 | 129, 048 
Minneapolis Northfield & SORIA SUT COs Cee tare 6 43, 000 75, 000 
Minneapolis, St. Paul & Sault Ste. Marie---.......-......--------------- 68, 132 281, 807 
NII SO ice, BO le 2. dein clk Ei cinta guhnabince wn tnmmanindeyanben 2 274, 771 743, 891 
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Net income, 93 railroads of class I, month of February 1958 and 1957—Continued 








Net income (partially 
estimated) 
Region and road 
1958 1957 
Northwestern region—Continued 
i I eg hee ete eaten $46, 000 $48, 000 
Se ee ee oe eee Babe 2 111, 560 159, 000 
nts I a aa i Ei NN a ek 2 366, 373 67, 487 
Central western region: 
Atchison, Topeka & Santa Fe system-.-............-....----.----------- 1, 759, 551 4, 259, 914 
ee ey TE eS ee ey 591, 451 1, 483, 689 
Chicago, Rock Island & Pacific...................-.2-.--------2-4--22.- 27, 626 631, 648 
NE dh MIOINOIGIOD «is 55n0s. ain chensidytenaithtadasctduacenannedentaxbut 36, 649 145, 187 
een ninpgedioweunmiineee ain 16, 922 76, 711 
Ue Ue Cter a DOUNVEE. 2 oe oe a A cde cccdencbudesssuasnbbhocuudals 2 20, 444 3 28, 439 
Southern Pacific Co.— Pacific Line. ...............--...--.-..-.-------+- 3, 547, 575 963, 
ani Ah OURO os. nasincs ancecnsese sigh dtguiliiaisdenaninsionss adil 58, 132 75, 727 
i hs pl a Rl SED A, MI EE oop ee te acl a 159, 163 271, 043 
Southwestern region: 
Poenees. City Wouter an). desi. stk cnsnci ~~ Sdddbbinsasbinesshas 516, 873 551, 834 
IID CY MRI 0 sais aan, Win. peemineeanenp ontaenddas Dalian innadeeiael 263, 018 404 
M-K-T A ee acinus isa Lennie isan See eee 41, 635 2 316, 820 
re, en ls FO a. oS fee sdbc deel JS sE dag cbs leds eigete 2 51, 856 506 
8t. Louis-San Francisco & Texas.............---..-...-.-..---.----+---- 28, 716 32, 122 
I 65, 710 660, 139 
i POE... 5 c.ee soc iinecancaagany oh antniinandtpaemet ae aiee 289, 215 307, 728 
Pppees MECMN oils chk cele wl Wa a EI 11, 881 14, 617 
1 Estimated. 
2 Deficit. 


SUPPLEMENTAL STATEMENT OF JAMES M. SYMES, PRESIDENT, THE PENNSYLVANIA 
RatILRoaD Co. 


Mr. Chairman and members of the subcommittee, at the invitation of your 
subcommittee, I submitted a written statement on the problems of the railroads 
and recommended action which Congress could take to provide effective relief. 
That statement was ordered to be copied in the record of hearings for January 
13, 1958. On that date I also appeared personally before you and summarized 
the most important points in my written presentation. 

With your permission, I wish to file this supplemental statement for incor- 
poration in the record. There are two reasons for this additional evidence. 
First, the situation in which my company and many other railroads now find 
themselves has become substantially more alarming since my first appearance. 
Second, it is appropriate for me to comment briefly upon certain evidence placed 
in the record of these hearings subsequent to the testimony of the railroad 
executives during the week of January 13. 

As to the deteriorating railroad picture during the first quarter of 1958, it 
will be sufficient for me to summarize certain of the more recent statistics. I 
will do this by highlighting current trends in the more important areas which 
I documented in my original statements and exhibit. 


Railroad employment 

The drastic force reduction which the railroads have had to make is being 
gradually intensified. This began in 1957 and, for that year, there were almost 
60,000 fewer railroad jobs than in 1956. The latest industry figures are for 
February 1958, and they show a further loss of railroad jobs amounting to more 
than 120,000. In other words there are 180,000 fewer railroad jobs than there 
were less than 2 years ago. On my own railroad the declines have been even 
more drastic, and we will soon have more than 22,000 fewer jobs than in the 
year 1956. This entire situation is reflected in figures, published by the Railroad 
Retirement Board during March, which showed that 11 percent of the Nation’s 
rail workers were unemployed by the middle of January 1958. 


Railroad traffic 

The decline in railroad traffic volume has been accelerating. The Pennsyl- 
vania Railroad’s passenger volume in 1957 was about 8 percent less than the 
prior year but in January 1958 was more than 19 percent below the corresponding 
month of the previous year. Very much the same thing has happened in freight 
traffic. Our 1957 volume was down about 5 percent from the prior year, but the 
January 1958, volume was more than 15 percent below the corresponding month 
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of the previous year. Similar results have occurred for the whole industry 
despite the fact that the total volume of transportation by all forms has been 
increasing at least until very recent months. Thus, the volume of passenger 
transportation by bus, airplane, and even inland waterway, stood at a higher level 
in 1957 than in the previous year. Total commercial intercity freight traffic 
was up slightly for the year 1957 in spite of the fact that railroad freight volume 
declined by almost 30 billion ton-miles. Substantial increases in freight traffic 
were enjoyed by domestic water carriers, motor trucks, oil pipelines and even 
airlines. 


Financial results 


The trend of revenues, expenses and earnings of the Pennsylvania Railroad in 
the first 3 months of this year has worsened at an alarming rate. As a result of 
certain rate increases, our 1957 revenues on a decreased volume of business were 
only slightly below the total revenues of the previous year. However, substan- 
tial increases in wage rates and payroll taxes, prices of materials and supplies, 
and local taxes, combined to raise our 1957 expenses more than $20 million over 
the previous year despite our best efforts to economize through force reductions 
and reductions in maintenance programs. Bad as this situation was last year 
it has deteriorated very substantially during the first quarter of 1958. Our 
total revenues in January and February were off more than $31 million as 
compared with the corresponding months of 1957. Truly drastic economies were 
enough to effect a reduction of only about $17 million in operating expenses. As 
a result, the Pennsylvania Railroad experienced an aggregate deficit of $11,343,381 
in the months of January and February 1958. When the final figures are in 
for March, our cumulative deficit for the first quarter of the year will amount to 
about $15 million. In my original testimony I said that our company would 
operate at a deficit of about $5 million for the year 1958 even with the most 
drastic economies and with the addition of about $55 million of additional 
deferred maintenance in the property. Today, I estimate that, with further 
economies and by increasing the deferred maintenance figure to about $65 million, 
we will have a deficit for the present year of at least $10 million and, frankly, 
that is on the optimistic side. 

The Pennsylvania is not alone in facing this discouraging picture. Of the 37 
railroads in eastern territory, 20 experienced deficits for the first 2 months of 
this year. The deficits aggregated nearly $44 million—which is 6 times greater 
than the deficits those same railroads had in the corresponding depression 
months of the year 1932. 

These conditions have had, as might be expected, a further adverse effect on 
our working capital. In my original exhibit I showed that the Pennsylvania’s 
working capital, eliminating materials and supplies, showed a deficiency of 
nearly $15 million as of September 30, 1957. By the end of 1957, we had through 
severe measures improved this situation to the point where the deficiency was 
only about $8,500,000. However, on a comparable basis, the months of January 
and February 1958, increased by about $24 million the working capital deficit to 
an aggregate of more than $32 million. This serious worsening in our situation 
was caused by the operating deficits already mentioned, together with additional 
maturing equipment debt. 


PASSENGER SITUATION IN THE EAST 


Turning to the matter of railroad problems resulting from present laws, I 
would first of all like to highlight subsequent developments in the passenger 
problem of the eastern railroads. As I stated during my previous appearance, 
the heavy passenger deficits represent the most important single difficulty con- 
fronting many important eastern railroads. Leaving aside for the moment the 
particular difficulties involved in transporting United States mail (which I will 
consider later under a separate heading), I have been happy to note that wit- 
nesses before your subcommittee have almost unanimously recognized that the 
serious passenger problem is not only most unfair to the railroads concerned but 
is also destructive of a healthy national transportation system. I repeat my 
firm conviction that something must be done about this and it should be done 
quickly. Furthermore, the recent events in this area which I will summarize in 
a moment clearly establish the fact that only the Federal Government can take 
prompt and effective measures to deal with the passenger service problem. My 
recommendations on this point contemplated that Congress should take the lead 
by giving the Interstate Commerce Commission clearer and more effective juris- 
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diction over passenger fares and the curtailment of passenger services. I was 
most pleased to learn that the Comuuisison itself is willing to assume that essen- 
tial jurisdiction. 

In spite of clear evidence on the drastic consequences to important eastern 
railroads of the deficits from passenger service generally, and commutation 
service especially, and despite the sound and thoughtful discussions of this sub- 
ject which continue to appear in the press, we unfortunately find that the State 
commissions and other government bodies are taking a less constructive attitude 
in this whole field. A few brief examples will demonstrate that fact. 

On the difficulties of obtaining passenger fare adjustments, I will give two 
examples. In May of last year the Pennsylvania and Reading Railroads sought 
to increase their commutation fares in the Philadelphia commutation district 
for the purpose of securing additional revenue of about $1 million, in an effort 
partially to reduce their deficits in providing this service, which exceed $5144 mil- 
lion annually. The Interstate Commerce Commission permitted the increases 
to become effective for interstate application within this area, but the Pennsyl- 
yania Public Utility Commission suspended the increases in the intrastate fares 
until January 1958, and then extended the suspension for another 3 months. 

In support of their proposal, the railroads introduced evidence which showed 
that their costs were far in excess of their revenues. Because commutation 
service uses the same facilities as other services provided by the railroads, it 
was of course necessary to make many allocations in costs in order to allocate 
to commutation service its proper share. In the hearings which stretched out 
over the months of suspension the railroads‘ witnesses were subjected to ex- 
tensive cross-examination by counsel for the city of Philadelphia, the only party 
opposing the increases, in which the city took the position that the railroads’ 
showing was deficient in that it did not show the exact cost of providing the 
service. With the expectation of a long delay before final decision, the railroads 
sought permission to put the increases in effect immediately subject to refund if 
the decision were adverse, but this request was denied, so that in spite of ever- 
increasing losses from this service the railroads’ fares were frozen for 9 months. 

We were first apprised of a decision by the Commission in the newspapers of 
April 8, to the effect that the Pennsylvania Commission had denied the increases 
on the ground that the railroads had failed to prove the need for them. Upon 
requesting copies of the decision, we were advised that it would be a few days 
before they would be available. In spite of the indication in the newspaper that 
the Commission’s decision was based on what it considered to be lack of sufficient 
proof, it should be noted that the type of proof submitted was the same as that 
presented to the Commission in three previous cases, in all of which it granted the 
increases sought. 

This result is most disheartening, and it provides another good example of 
why the railroad industry is seeking legislation to place jurisdiction over such 
matters with the Interstate Commerce Commission. Such legislation would 
preclude the possibility of local political pressures influencing decisions of this 
kind. The lure of vote getting inevitably plays a part in many of these local 
Commission decisions, in the false guise of protecting the public interest. Here 
again the railroads are, as so often, in the middle. 

The other serious recent development with respect to passenger fare adjust- 
ments occurred on the very day the subcommittee’s hearings began. The 
Supreme Court of the United States, in a case involving the Milwaukee Rail- 
road’s Chicago commuter service, held that the Interstate Commerce Commission 
eould not authorize higher commuter fares to offset a substantial deficit re- 
sulting from that particular service. The Court ruled that such action could be 
taken only after elaborate and detailed proofs were produced showing the 
financial results of all the operations of the railroad in the particular State. 
Because of the many practical difficulties in the way of applying this rule, and 
particularly in view of the inevitable delays which it would involve, this 
latest legal handicap laid on the railroads should be removed by the Congress 
through prompt amendment of the law. 

Turning to our recent experiences with regard to adjusting passenger service 
so as to effect indispensable economies, a few brief examples will demonstrate 
the discouraging trend. The Baltimore & Ohio announced several months ago 
a plan to eliminate their passenger services between Baltimore and New York 
where they closely parallel the main line of our company. Involved is a re- 
ported loss of over $5 million a year. Under the present law the B. & O. is 
subject to the laws of four separate States in taking this logical step. I cannot 
believe that the necessary approvals in this case will be ultimately withheld, 
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but the fact is that considerable delay will probably be experienced before the 
obviously justified result is achieved. This is certainly a clear-cut example of 
a situation where interstate trains, operated through four States and the Dis. 
trict of Columbia, should be subject to I. C. C. regulation rather than the different 
laws and regulations of a number of States. 

In New Jersey, the regulation of passenger train service by the public utility 
commission has become intolerable. It has refused curtailment of service in 
one recent case where as few as a half dozen passengers regularly used a train, 
No weight whatever is given to the loss incurred by the railroad in running a 
passenger train so long as a few people wish to use it. The discriminatory 
character of their regulation is demonstrated by the way the New Jersey Com- 
mission treats bus operations. It has permitted buslines to operate parallel 
to railroad passenger lines but permits the buses to bypass 1 or 2 small communi- 
ties. Apparently as a matter of general policy the Commission has bowed to 
the pressure of railroad employees and has effectively held up many passenger 
service curtailments by refusing to decide some 8 or 10 cases which have been 
pending before it for as much as 1 to 2 years. Furthermore, it has consistently 
required the railroads to justify, in long and costly proceedings, any proposed 
change in pasenger schedules regardless of the State or interstate nature of 
the trains involved. 

In Pennsylvania, the public utility commission has attempted to prevent 
changes in passenger train schedules involving both intrastate and interstate 
trains. As recently as March 25, 1958, the Pennsylvania Commission issued a 
new rule requiring its approval prior to the removal, elimination, or substan- 
tial change in passenger train schedules. Previous to that action, only the com- 
plete abandonment of an intrastate service had been regarded as requiring 
Commission approval in advance of the change. 

These few examples should amply demonstrate that the critical passenger 
deficit problem of many eastern railroads calls for prompt and substantial 
changes in Federal law. Furthermore, this is one problem which must be met, 
because all of the other types of proposed remedies, taken together, would not 
effectively help these eastern railroads so long as the passenger situation is 
allowed to continue at its present rate of deterioration. 


RAILROAD MAIL TRANSPORTATION 


On the vital matter of mail pay, I wish to offer certain brief comments on 
the testimony presented for the Post Office Department. In my original testimony 
I made two alternative proposals. First, the present law should be changed so 
as to direct the Post Office Department and the Interstate Commerce Commission 
to allow the railroads mail compensation covering their full cost plus a reasonable 
profit, and so as to authorize the ICC to permit a mail-pay increase to become 
immediately effective to compensate for demonstrated cost increases. Second, 
I said that if these two changes are not made in present law, then the railroads 
should be entirely relieved of any legal obligation to transport United States 
mail. 

The philosophy behind my proposals is not subject to challenge, and no witness 
has questioned it. After all, when Government compels citizens in their private 
capacity to perform a service for it, the basic rules of fair play would require 
that the citizen be adequately compensated for his service. The reaction of the 
Post Office Department to my proposal indicates no recognition of that principle. 
You were told that any such approach is drastic. The Post Office Department 
insists that it should retain the legal power to compel railroads to provide mail 
service exactly as it wishes, as well as the legal power to prevent the railroads 
from receiving full compensation and a fair return on that service. Of course, 
the spokesman for the Department did not state the proposition in such clear and 
definite terms. His prepared statement did not clearly set forth the real position 
of the Department. Under questioning, however, he conceded, in effect, that 
what the Department wants is absolute power to require mail service from 
the railroads, plus all of the present procedural devices for delaying compensa- 
tion adjustments and keeping them inadequate. 

The arguments advanced by the Post Office Department to justify their request 
that present laws be not disturbed are without any merit. For example, the 
witness asserted that the payment of no more than out-of-pocket costs is perfectly 
fair and adequate. This assumes that the Government has no obligation to con- 
tribute to the full cost of, or a fair return on, the service it exacts by law. 
In the same vein, the present inadequate level of mail compensation was justified 
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on the basis that all other branches of the passenger service are conducted at 
a loss—so why not mail? Finally, the witness refused to admit that the power 
of the Department to impose fines without any standard legal process is not in 
any sense a form of compulsion—he preferred the word “requirement.” On 
this subject of fines, the witness guessed that the Department did not exact more 
than about $50,000 from all of the railroads. The fact is that a total of $155,769 
was exacted from the Pennsylvania Railroad alone during the year 1957. 

I do not wish at this time to mention in detail the many other obvious defects 
which characterized the testimony of this witness. I am sure the subcommittee 
will be able to weigh its value without any such extended analysis. However, 
in the attitude of the Post Office Department with respect to the substantial rail- 
road mail deficit, we find an important illustration of the extent to which estab- 
lished thinking in many quarters about the railroad problem must be changed. 
The railroads have long since ceased to be monopolies. Many of them are now 
in a more precarious financial position than any other important segment of 
American business. But some people still refuse to face up to these facts. They 
correctly assume that everyone else’s business, including that of the Federal 
Government departments, must be run on a sound economic basis so as to 
maximize income and minimize costs. However, the outdated notion still persists 
that, by some kind of magic, the railroad industry need not be run on this prac- 
tical basis. Typical of that view is the statement of the Post Office witness, to 
which the Chairman of the Interstate Commerce Commission agreed, that a 
long delay in paying increased cash compensation for mail transportation 
to the railroads cannot possibly hurt them, because they ultimately get the 
money. Of course, no other business is expected to subsidize its customers by 
financing accounts wnich the customer refuses to pay for a matter of years. 


* LATER TESTIMONY ON RAILROAD PROPOSALS 


As you will recall, in my original statement and testimony, I offered a 19- 
point program of measures which Congress should adopt in order to restore to the 
railroad industry a fair opportunity to survive and prosper in the highly com- 
petitive transportation business. It is gratifying to note that many of these 
proposals were supported by witnesses for other forms of transportation as 
well as those speaking for the public or for other groups interested in the trans- 
portation business. The record of these hearings reflects broad-based support for 
the repeal of Federal excise taxes on transportation, a redefinition of private 
carriage, elimination of the bulk commodity exemption for water carriers and 
tightening of the agricultural exemption for motor carriers, the alleviation of 
State and local tax burdens on the railroads, the encouragement of railroad 
consolidations, and more realistic treatment of depreciation reserve requirements. 
With such general support for those portions of our program, I am encouraged 
to believe that Congress will not hesitate in taking prompt remedial action in 
those particular areas. 


Passenger situation 


With regard to the many phases of the passenger problem, as to which I made 
several proposals to your subcommittee, I am glad to note that a number of 
witnesses at the hearing agree that those railroads, particularly in eastern 
territory, which conduct large passenger operations producing substantial deficits, 
are laboring under a handicap that is unfair and unsound from the standpoint of 
overall national transportation policy. Chairman Freas of the Interstate Com- 
merce Commission forthrightly characterized what he called “the unsatisfactory 
passenger situation” as ‘‘a major cause of the deteriorating railroad position.” 
It was also most encouraging to us that the Commission indicated its willingness 
to assume added jurisdiction in passenger matters, which is in line with the 
proposals on the subject which we presented to your subcommittee. The 
unanimity of views expressed at the hearing on this vital subject was broken only 
in the closing days. In all fairness, I believe it can be said that no one should 
be particularly surprised that opposition to needed reform in the passenger 
situation came from witnesses speaking for railroad employees. The men who 
work in connection with our passenger operations have an understandable per- 
sonal stake in the matter, particularly when the inevitable solutions appear to 
involve a reduction in passenger operations. 

Despite my sympathy with this position in which railroad passenger employees 
find themselves, I must emphasize that the problem is far too serious and critical 
to be left to deteriorate without remedy merely because such remedies may 
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adversely affect some individuals. Also, I must say in all honesty that the 
railroad brotherhoods are indulging in wishful thinking when they continue 
to assert, as they have in these hearings, (1) that no railroads really lose much 
money on the passenger business, and (2) that the only remedy needed is an 
advertising and promotional effort by railroad management to regain some pas- 
senger traffic. The evidence is overwhelming that the reported deficits resulting 
from passenger operations can no longer be regarded as paper figures. Inde- 
pendent studies of the problem have supported the conclusion that the stated 
deficits in many cases may be less than realistic. In addition, the Interstate 
Commerce Commission, after a new and thorough look at the problem, has re- 
cently reaffirmed the general validity of the passenger deficit figures. In addi- 
tion in these hearings the executives of those railroads most seriously handi- 
capped by passenger losses testified that those losses are entirely real and not 
fancied. In my previous appearance before the subcommittee, I stated my con- 
viction, based upon thorough consideration of the whole problem, that if the 
Pennsylvania Railroad were to discontinue all passenger operations we would 
in a reasonable time save all of the expenses now charged to passenger operations 
under the formula and more besides. 

As to the assertion made on behalf of railroad employees that we could solve 
our passenger problem by effectively soliciting more business, I believe that my 
former testimony has adequately covered that point. The clear economic facts 
in the entire field of passenger transportation make it perfectly evident that 
the railroads cannot hope over the long term to compete for additional pas- 
senger traffic. The American public is primarily committed to the use of the 
private automobile for personal transportation. Insofar as the people desire to 
use public transportation, the airlines have inherent advantages of speed and 
numerous artificial cost advantages through subsidies which give them a definite 
superiority in competing for long distance passenger travel. Public transporta- 
tion by bus over the highways also possesses certain advantages in competing 
for other forms of passenger travel by public transportation. In other words, the 
areas within which the railroads can hope to compete for passenger patronage 
are severely confined by these competitive factors. Unfortunately, much of the 
passenger travel which we can hope to retain is that involving relatively short 
distances where costs remain high and revenue potential is limited. It is en- 
tirely unfair and unrealistic for the railroad employees to dismiss all of these 
facts as mere excuses made by railroad management for the steady decline in 
passenger travel. Some of the unsupported statements and intemperate charges 
made by the brotherhood spokesman on this point, I am sure, will not mislead the 
subcommittee. The record of these hearings as to the nature and severity of the 
passenger problem is too clear and convincing to be brushed aside by any such 
generalizations. 


Employee work rules 


During the course of these hearings a number of witnesses have alluded 
to so-called featherbedding rules and other labor conditions on the railroads 
which make for inefficiency and unnecessary costs. At page 2263 of the 
record, one of the representatives of labor challenged anyone to demonstrate 
the existence of featherbedding on the railroads, statistically or otherwise, 
and stated that it is high time that those who say that labor is featherbedding 
come forward with some proof of it or be required to hold their peace. This 
subject was not covered in my statement or testimony because it was evident 
that there was little that your committee could do directly with respect to 
this problem. However, it definitely is a problem, and it occurs to me that 
it would be to the best interests of all concerned to resolve this question 
by creation of a commission, appointed by the President, which would be 
charged with the responsibility of making a complete investigation of this 
Situation. The purpose of such commission would be to determine whether 
and what action should be taken to remove restrictions that prohibit the most 
efficient and economical use of employees and equipment, to establish more 
realistic relationships between the compensation received by the employees 
and the value of their services, to eliminate payments which are unrelated 
to the value of the service, and to correct such other inequities or conditions 
as may be found to require correction in the public interest. 

Presidential Emergency Board No. 109 recommended on March 25, 1955, that 
such a commission be appointed to review and modernize the wage rate struc- 
ture of the operating employees in the railroad industry. There is no reason 
why the scope of such a commission could not be broadened to cover the other 
areas just mentioned. 
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Snow damage to locomotives 


One misstatement made by one of the representatives of labor, while perhaps 
unimportant from the standpoint of this investigation, should not be left 
unchallenged because of the misunderstanding it may cause. At page 2233 
of the record it was indicated that during a recent snowstorm in the east 
there was a considerable tieup in service because of improper maintenance. 
Reference was made to the fact that the tieup was due to “snow getting in 
on the motors,” and the witness stated that it was found that the covers 
through which ventilation is taken care of on the locomotives were left off 
and that this was due to insufficient maintenance. This reference obviously 
is to the Pennsylvania Railroad, and is wholly at variance with the facts. 

To give you a picture of what is involved—air to cool the traction motors 
and transformers is sucked through 8 louvers—4 at each end of the locomotive— 
by high powered fans which then drive the air through ducts to the motors 
and other apparatus which require cooling. During the winter, French elastic 
linen screens are provided to cover these air intakes and filter out the snow. 
Half of the screens are installed permanently and the other four screens are 
so hinged that they can be moved into operating position by manipulating a 
lever. Orders were issued at 10:40 a. m. on Saturday to all terminals and 
engine crews to place these semi-permanent screens in operating position— 
this being several hours before the snow started. 

Our experience through the years has been that very little snow gets through 
the screen, but those few flakes that are carried through the screen and into 
the body of the locomotive are usually dissipated before reaching the motors. 
In the recent storm, the snow was so fine and powdery that it not only pene- 
trated the screens but reached all the interior parts of the engine and was 
carried into the motors. One road foreman who was investigating our difficul- 
ties enroute could see no evidence of snow in the transformer room of the 
engine—yet, in a very short time he was covered with a mass of white frost, 
an accumulation of these small, fine, powdery crystals. 

This was a condition with which we had not been confronted since our 
electrification, and therefore we did not immediately recognize our difficulty. 
In any event, the snowscreens were all installed on the locomotives and even 
in their proper places were ineffective against the kind of snow conditions 
prevailing during that particular storm—so that in no sense could such tieup 
be attributed to inadequate maintenance. 


Adequate user charges 


With regard to our proposal that government, at both the Federal and the 
State level, should collect fair and adequate user charges for transportation 
facilities furnished at public expense, it was to be expected that some of 
our competitors would strongly oppose that suggestion. The opposition ex- 
pressed to the principle of user charges was based on two broad grounds. 
Some witnesses—primarily for water carriers and airlines—forthrightly ad- 
mitted that they were receiving public assistance in connection with their 
business; but they argued that any substantial change in the present situation 
would be disastrous from their standpoint. A second type of approach to the 
proposal for fair user charges, which came primarily from spokesmen for 
motor carriers, was the contention that no Government subsidies are actually 
being received by commercial transportation operators. 

With regard to those who contend that they must have continued public 
assistance in order to survive, I would emphasize that this position actually 
serves to establish beyond doubt that the railroads are suffering unfair com- 
petitive cost handicaps. We have pointed out repeatedly that many commercial 
transport operations are economically unsound simply because they appear to 
require support from the taxpayers. The competitive inequality which is thus 
laid upon the railroad industry cannot be defended on any reasonable ground. 
In the system of public subsidies we find a glaring example of unjustified waste 
of the Nation’s economic resources. Thus, traffic is taken away from the 
self-sustaining railroads and channelled to other forms of transportation which 
could not compete with the rail carriers on a true cost basis. The sound 
way to eliminate this condition would be to withdraw the public supports 
from carriers who cannot operate without them. The only other alternative 
solution would be to give the railroad industry comparable public assistance 
in the way of subsidies. This presents a broad question of national policy and 
I believe that Congress will want to resolve it promptly and soundly. 
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As to the argument by some commercial carriers that they are receiving 
no Government subsidies, such a position is not actually contrary to our pro- 
posal. In other words, if a carrier is certain that no public aids are given in 
connection with his operations, it is a little difficult to understand why he 
would opposed to adoption of the principle that full and adequate user charges 
should be paid. It is not possible at this time to resvive the complicated 
question of the extent of subsidy to commercial truckers. The action that our 
proposal contemplates is that some Government department or agency be given 
broad powers to determine such questions and to fix fair charges under general 
standards to be laid down by Congress. Legislation along such lines represents 
the only practical and effective way of dealing with the question as to whether 
and to what degree particular carriers are receiving subsidies. 


Truckers’ suit 

In the testimony on behalf of the motor carriers there is one subject which 
ealls especially for corrective comment. One of their witnesses purported to 
summarize certain portions of an opinion by a Federal district judge, and 
argued that this proved that railroads will do nothing to meet motor carrier 
competition except to destroy the trucking industry by monopolistic methods, 
Your subcommittee was not advised that this opinion has, as yet, not even 
been implemented by an order from the district court, nor were you told that 
the railroads involved in the case have announced their intention to appeal 
the judge’s decision. The railroads involved in that case will take the position 
that the judge who wrote the opinion was completely in error, that the record 
did not support in any way the conclusions quoted from the opinion, and that 
the opinion is, in fact, based upon a refusal to recognize the constitutional 
rights of business to discuss publicly the effect of unfair laws and to seek 
changes in those laws through action by legislatures. 

Certainly before your subcomittee would give any weight whatever to the 
opinion of this district judge, you would want to know a great deal more about 
the case than the testimony in these hearings has so far revealed. One thing 
you should certainly know is that this judge in his decision found, by implica- 
tion, that a distinguished member of this subcommittee had campaigned for the 
office of governor in his State almost entirely on the basis of certain false and 
misleading railroad propaganda. Another thing you should know is that this 
judge’s decision implied very clearly that another distinguished member of the 
United States Senate, in an article written for a prominent national magazine, 
was also improperly influenced by the railroads in connection with the material 
appearing in that article. I assure you that these two portions of the judge’s 
opinion are not out of character with all of the rest of it. With these few addi- 
tional facts, I am content to let the subcommittee decide for itself whether this 
uncontested decision of a district judge should be given any weight in these 
proceedings. 

Financial policies 

In view of the testimony given by Mr. Harry C. Hagerty, financial vice presi- 
dent of the Metropolitan Life Insurance Co., on March 28, 1958, particularly on 
railroad financial policy and specifically that of the Pennsylvania, some com- 
ments seem to be called for. 

I agree with him that there are two phases of the current problem, ‘“‘one having 
to do with immediate relief and the other the longer term ways in which the 
railroads can be assisted.” In his prepared statement it is interesting to note 
that as far as immediate relief is concerned he has only two suggestions to offer: 
(1) revival of accelerated amortization; and (2) the repeal of the excise tax 
on freight and passenger traffic. To benefit from accelerated amortization any 
company must have earnings and those that need emergency aid would in no way 
benefit from this proposal since at the present time they are operating at a 
deficit. 

While we are thoroughly in accord with the essentiality of repealing the excise 
tax, we question whether the benefits from this will be realized sufficiently quickly 
to aid those who are in great need at the moment. 

The foregoing appears to be Mr. Hagerty’s complete program for immediate 
relief to avoid bankruptcies, and for the reasons stated it would obviously be 
inadequate. 

With respect to the longer term, he first attacks the leasing of equipment by 
the Federal Government. He has been opposed to the leasing of equipment 
for some years, including the leasing plan of the Equitable Life Assurance 
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Society. We understand he believes the equity in equipment should be preserved 
as additional protection for bondholders. We do not agree with his general 
observation that the building and leasing of equipment by the Federal Govern- 
ment to the railroads is either unsound or unnecessary, nor do we agree with 
his statement that there are funds available to the railroad industry in the con- 
yentional market in sufficient quantities to meet the needs of all railroads for 
equipment requirements as projected over the next 5 to 10 years. The eastern 
railroads which endorsed the plan for the Federal Government to lease equip- 
ment represent almost 50 percent of the car supply of the United States, and it 
was their combined judgment that sufficient funds would not be available for the 
purposes indicated. 

We are in favor of mergers and consolidations, but we disagree that the lack 
of them is probably because of the inertia of management or that the industry 
only thinks of them in hard times. Three merger studies now being carried on, 
including that of the Pennsylvania-New York Central, were thought of while 
business was still good. We believe it is perfectly understandable that manage- 
ment should be reluctant to embark on a consolidation program which involves 
the expenditure of much time and money unless it feels reasonably satisfied that 
the proposed merger can be effected, and in each case there are many difficult 
obstacles to overcome. 

He next criticizes the Pennsylvania Railroad for paying dividends. His 

company has no stockholders and has virtually no common stocks in its invest- 
ment portfolio. It is understandable therefore, and we believe his testimony 
shows, that his sole interest is the protection of the debt of the railroad industry 
held by his company. It is interesting to note that during the period in question 
the Pennsylvania Railroad paid out 46 percent of its earnings in dividends as 
compared with a 50-percent payout by the Drie Railroad, of which Mr. Hagerty 
is a director. 
’ The Pennsylvania Railroad has been seriously worried for some time about the 
lack of equity capital coming into the railroad industry. From 1948 to 1956 only 
two-tenths of 1 percent of the funds raised by the industry was in the form of 
equity, and in our opinion no industry can go on indefinitely without equity 
capital. Therefore our financial policies were formulated with the objective 
of ultimately being able to place our stock back on an investment basis so that 
at some future date we would be able to sell stock and raise equity capital. 
To do this we felt it was necessary to cut fixed charges, reduce debt, and build up a 
history of regular, if modest, dividends. To do so in the light of our tremendous 
capital requirements in the postwar period, our problems with spiraling costs 
as a result of inflation, overregulation, and inadequate earnings, has been ad- 
mittedly difficult. 

Mr. Hagerty takes exception to our debt reduction, but we know of no sound 
investment policy that would dictate ignoring a number of noncallable issues, 
some of which are so large as to be unmanageable in the kind of market we have 
today. It should be noted that in the next 20 years, which is a relatively short 
period in the life of a corporation, we have over 70 percent of our debt maturing. 
The figures used by the witness regarding the retirement of our bonds that were 
not due for 10, 15, or 20 years are incorrect. Our program to which he refers 
is primarily in connection with a large issue of $125 million of our noncallable 
general mortgage bonds which are due in 1965. We believed it was necessary, 
and still do, in this connection to adopt a plan of orderly acquisition that would 
bring this maturity down to a manageable figure so that it could be refinanced at 
the time of its maturity. One only has to look at the fairly recent experience of 
4 large southern railroad to ascertain how easily large maturities can depress 
the credit of a railroad. If we had not followed our program of debt reduction, 
we believe that our credit now would be almost nonexistent and as a result we 
would have been unable to do the limited amount of equipment financing that we 
have carried on from year to year. Our fixed charges are over $5 million per 
annum less than they would otherwise have been if our debt-reduction program 
had not been followed. 

Mr. Hagerty’s statement that we have acquired $28 million or $29 million of 
guaranteed stocks during this period is incorrect. During the period to which he 
refers we acquired approximately $5 million par value of these securities which 
greatly assisted us in the simplification of our corporate structure through the 
elimination of 65 subsidiary and affiliated companies. This resulted in a sub- 
anes tax saving and other economies as well as further reducing our fixed 
charges. 
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We are in accord with Mr. Hagerty that the working capital of the railroad 
industry is and has been inadequate. We have stressed this over the past 5 
or 6 years time and again in public statements. As far back as 4 years ago the 
Pennsylvania Railroad, recognizing its own inadequate working capital, arranged 
with a group of banks for a standby revolving credit for use in case of emergency, 
in the amount of $50 million. This standby credit is still in force. 

The witness implies that we apparently did not anticipate a recession or recog- 
nize that the railroads might be headed for difficult times. An examination 
of the testimony before the Senate Subcommittee on Railroad Retirement of the 
Committee on Labor and Public Welfare on May 1, 1957, given by the financial 
vice president of the Pennsylvania Railroad, Mr. David C. Bevan, clearly 
establishes that this is not the case. At that time Mr. Bevan stressed the 
inadequacy of earnings, the deterioration in working capital, and the problems 
confronting the railroad industry with respect to raising funds for capital 
expenditures over the next 5- to 10-year period. At that time our financial 
vice president went into the financial situation of the railroad industry in some 
detail and flatly predicted that the industry was headed for trouble. 

Finally, on an overall basis we find in the testimony of this witness little that 
is helpful in fulfilling the purpose of the committee in trying to find ways and 
means of providing a solution to the immediate problems confronting the railroad 
industry. He has made broad generalized criticisms of my company and others 
without support in fact, and he has clearly not understood the practical business 
reasons for the policies he attacks. 


EMERGENCY LOAN REQUIREMENTS 


In the opening portions of this statement I have summarized certain recent 
statistics which indicate the worsening financial position of the railroad industry 
generally. It will be recalled that these problems are particularly acute in east- 
ern territory. The fact is that there are several railroads in our territory which 
are in immediate and urgent need of additional cash on a temporary loan 
basis. A number of other roads will, if conditions continue for a number of 
months either the same as or less satisfactory than at present, require similar 
assistance. Meanwhile, practically all of the railroads have sharply reduced 
their capital programs, both as to road and equipment, and have cut back 
severely on heavy maintenance work on both track and equipment. This 
condition continues to be most serious among the eastern railroads generally. 
All of these factors have a very depressing effect upon railroad employment, and 
upon the current purchases of railroad materials and supplies, in addition 
to postponing desirable measures to improve efficiency and economy of operation. 

In recognition of the adverse effect on the public interest of these condi- 
tions of financial stringency, a number of suggestions have been advanced 
recently for action by the Federal Government to make funds available to the 
railroad industry on a temporary basis. Some of these suggestions are in the 
form of bills actually introduced in the Congress. I would like to emphasize 
my own view that some effective action along these lines shoud be taken at 
the earliest practical date, especially in the form of provisions for emergency 
Government loans. Such action will not only alleviate the disruptive present 
conditions which are caused by the railroad financial situation, but will also 
serve to tide over those railroads in the deepest present trouble until other 
changes in the law to be proposed by your committee have become effective 
with resulting improvement in the entire railroad picture. Of course, no one 
should assume that such temporary financial assistance constitutes the only 
relief which the railroad industry needs, or should take the place of the neces- 
sary long-range legislative measures which we have advocated. I am sure 
that your subcommittee has that fact clearly in mind. 


CONCLUSION 


In this statement, I have endeavored to summarize the present conditions 
in the railroad industry, to review our proposals for legislative relief, and to 
comment briefly upon certain opposition which has developed during the hear- 
ings to a few features of our recommendations. Recalling the annuoncement 
by the chairman in December 1957 with respect to these hearings, one sub- 
ject of injuiry was to be the extent to which railroads could help themselves 
without new legislation. I made reference to this question in my original 
presentation but I will add some concluding thoughts on the subject at this 
point. 
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We in the railroad industry are proud to be a part of the American system 
of free private competitive enterprise. Beyond the borders of our country 
there are very few railroad systems which have not been completely socialized. 
These facts lay a very heavy responsibility on the managements of American 
railroads, as well as upon Government authorities both Federal, State, and 
local. None of us can ignore the fact that, if the railroad problem is not 
solved within the framework of private enterprise, the most likely alternative 
is ownership and operation by the Federal Government. I can state categor- 
ically that the managements of American railroads are taking and will con- 
tinue to take every action within their power to avoid that eventuality. 

Those who are not responsible for meeting the day-to-day problems of rail- 
road management are tempted at times to make generalized and unsupported 
statements to the effect that the railroad companies should solve their own 
problems without asking for outside help. Unfortunately, I have noted that a 
spokesman for railroad employees in the closing days of the hearings could not 
resist that temptation. But I would ask you to consider the fact that our 
brotherhood friends do not have the responsibility which falls upon management 
to operate the company’s properties in the most efficient and profitable manner 
for the benefit of the owning stockholders as well as the using public. After 
all, our stockholders are American citizens and are entitled to the protection 
of their property interest which a strong and efficient management can give. 
Some of the measures which we are forced to take to keep our operations self- 
supporting and to minimize deficits during business recessions, are naturally 
hurtful to some groups. This includes not only our employees but also the 
many businesses from which we purchase equipment and supplies. I am sure 
everyone wishes that there would be some other way to operate a business 
under our free capitalistic system. Unfortunately, there just isn’t. 

The other major responsibility of private management is to compete vigorously 
for the available volume of business. I can assure you that railroad manage- 
ment is just as vigorous and alert in this respect as are the management of 
other Americn businesses. The fact is, however, that we have been losing out 
steadily in our competitive efforts to retain and expand our freight traffic. The 
record of these hearings contains ample evidence as to the handicaps which 
present laws impose upon railroads in connection with that effort. When the 
rules of a game are made different for one team than for another, no one would 
criticize the team discriminated against because it complained of that situation. 
However, there are some who insist that railroad management should remain 
silent about these artificial handicaps and go about its business just as though 
these discriminations did not exist. To me such a suggestion simply expects 
too much of human nature and railroad managements are made up of human 
beings. 

One of the spokesmen’ for railroad employees went so far as to say that, if 
“railroad management under corporate ownership” cannot solve their own prob- 
lems, “serious consideration must be given to Government ownership and 
operation.” This was a very ill-conceived statement and I doubt whether the 
witness really means it. Certainly, from the standpoint of the public interest 
there can be no true support for Government ownership of American railroads. 
The public has seen a clear demonstration of the contrast between private and 
public operation of railroads in periods of crisis. During World War I, in a 
short period of 26 months, Government operation of the railroads resulted in a 
deficit of $1.2 billion and, of course no taxes were being paid by the railroads 
during that period and no dividends were earned for the railroad owners. By 
way of contrast, during World War II, the railroads in private operation not 
only earned profits but also paid $6 billion in taxes and distributed $1.1 billion in 
dividends to shareholders. The contrast in efficiency between the World War I 
Government operation and that of World War II under private management was 
equally as great. 


RatILway LABOR EXECUTIVES’ ASSOCIATION, 
Washington 1, D. C., April 11, 1958. 


Hon. GrorGE SMATHERS, 
Chairman, Subcommittee on Surface Transportation, 
Committee on Interstate and Foreign Oommerce, 
Senate Office Building, Washington, D. C. 
DeEaR SENATOR SMATHERS: You will recall that during the hearings on prob- 
lems of the railroads just completed before your subcommittee the question of 
compensation of railroad officials was raised. 
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The Interstate Commerce Commission, Bureau of Transport Economics and 
Statistics compiles and issues annually a detailed report of compensation of 
officers, directors, etc., of the railroads. 

Enclosed is a copy of this report which we request be made a part of the 
above mentioned hearings. 

Respectfully, 
A. BE. Lyon, Hxecutive Secretary. 

Enclosure. 


INTERSTATE COMMERCE COMMISSION, BUREAU OF ‘TRANSPORT ECONOMICS AND 
STATISTICS, COMPENSATION OF OFFICERS, DirREcTORS, Etc., CLASS I RAILROADS, 
LInE-HAUL AND SWITCHING AND TERMINAT. COMPANIES, 1956 


The information in this statement has been issued annually for many years 
by the Bureau of Transport Economics and Statistics. It summarizes the returns 
of class I line-haul railroads and class I switching and terminal companies in 
the annual reports for the calendar year 1956, schedule 562. The instructions 
accompanying this schedule are as follows: 

Give the name, position, salary, and other compensation, such as bonus, com- 
mission, gift, reward, or fee, of each of the five persons named in schedules 102 
and 103 of this report to whom the respondent paid the largest amount during 
the year covered by this report as compensation for current or past service over 
and above necessary expenses incurred in discharge of duties, and in addition, 
all other officers, directors, pensioners or employees, if any, to whom the respond- 
ent similarly paid $20,000 or more. If more convenient, this schedule may be 
filled out for a group of roads considered as one system and shown only in the 
report of the principal road in the system, with references thereto in the reports 
of the other roads. Any large “other compensation” should be explained in a 
footnote. If salary of an individual was changed during the year, show salary 
before each change as well as at close of year. If an officer, director, ete., 
receives compensation from more than one transportation company (whether 
a subsidiary or not) or from a subsidiary company, reference to this fact should 
be made if his aggregate compensation amounts to $20,000 or more, and the 
detail as to division of the salary should be stated. By salary column (c) is 
meant the annual rate at which an employee is paid rather than the amount 
actually paid for a part of a year when the salary is changed. Also, when a 
10-percent (or other percent) reduction is made, the net rate and not the basic 
rate should be shown. 

Salary at the close of the year is not necessarily the compensation received 
during the year because it is the anual amount which would be received if each 
individual had been paid during the year at the annual rate at the end of the 
year. Obviously some of those listed may have received increases in compensa- 
tion during the year and some others may have been reduced. The footnotes 
show all cases where an official received $20,000 or more per annum even though 
his salary is split among several companies. In some cases the report is on a 
system basis for two or more operating companies. 

E. R. JetsmMa, Director. 


TasLEe A.—Shows the number of persons whose salary at the close of the year 
1956, plus other compensation received during the year, was in excess of $20,000. 
The class I railroads in 1956 reported 865 such persons with compensation 
aggregating $28,865,539, or an average of $33,371 per person for the year. In 
comparison with the year 1946, the number of such persons increased 110.98 
percent; their aggregate compensation increased 124.70 percent; and the yearly 
average compensation was increased 6.51 percent. 


SVVeeeer | 
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TaBLeE A.—Persons receiving salary at close of year and other compensation 
during the year aggregating $20,000 or more, years 1946-56. Class I rail- 
roads—line-haul and switching and terminal companies 








| Number | Aggregate | 


Year j of compensa- {| Average 
| persons tion | 
SD iG tietllte Sb bp ddbiassameuageiian anne ania iia anaes eeahanehgrn ananeclaleleinand 410 | $12,846,018 | $31,332 
Ean ccbiptotmndssdébanacwaedecaubmebtanks saci temas 450 14, 216, 644 31, 593 
SCs ann hadith chines tiwdehme se se u= ahead baa Nien odaameinhe tan mana 488 | 15,788,223 32, 353 
MGI = \ Kiisucsaecdebhahere cam soge Seiasaeaaen tee eceuwmeciciaaimanal 518 16, 455, 737 31, 768 
iii chica bibbernddenncpithnadgucwddancudwceetensteueeudaneeaaenel 567 18, 334, 273 32, 336 
BS incaaan he dirk: iste: wobtens inns coiveisi em inal eeiediesenniitna aaa 607 20, 185, 917 33, 265 
SE sons: sctetaihataatie esibsinicend dy nwemicad mein Semone oo eee 643 21, 532, 619 33, 488 
SG = 6 a baicellk os ubew iinsaing amen weon a eben liaising liar aati maior aciahaiacthd 683 22, 799, 220 33, 381 
1954. a vdhecine dinswarpawe atteghomain ease baeeana state aan maa 707 23, 226, 915 32, 853 
ae = ast agar 2 wis ix Si dsscibeun gs Ses ccs hes ook i cada eee ee i eae 771 25, 334, 191 32, 859 


Resend ngaeth knnnusnwn anon dseduaded tes ieee aweeenE espn aapentaewe 865 28, 865, 539 33, 371 


‘ABLE B.—Shows that there was a total of 856 persons receiving salaries 
of $20,000 or more at the close of the year 1956. The greatest number were in 
the $20,000-$24,999 salary group; this group, consisting of 341 persons, received 
26.84 percent of the total compensation received by the 856 persons. 

The number of officials with salaries of $70,000 or more was 41. 


TABLE B.—Persons receiving salary of $20,000 or more at close of year 1956, 
classified by salary groups (excludes other compensation received during the 
year). Class I railroads—line-haul and switching and terminal companies 


Salary group | Number 














| 
Percent | Aggregate Percent 
io persons | salary 
en — ashi cae ee -— aie oad . 
ND. -.:. =) oo. ee ee 341 a] 9 39. 84 | $7, 481, 533 26. 84 
IE = So ee at ee 182 21. 26 | 4, 899, 551 17. 58 
$30,000 to $39,999. - : 143 16.70 | 4, 750, 670 17.05 
$40,000 to $49,999__ - 95 11. 10 4, 074, 826 14. 62 
$50,000 to $59,999. _ | 32 3.74 1, 659, 441 5.95 
$60,000 to $69,999_. 22 2. 57 1, 363, 832 4.89 
$70,000 and over_. 41 sien 4.79 | 3,642,214 13.07 
00. 5 27,872,067 | 100.00 


TasLe C.—Has been compiled to show for each class I railroad line-haul and 
switching and terminal company—the first five persons (officers, directors, 
pensioners, or employees), to whom the respondent paid the largest amount 
of compensation during 1956, regardless of salary, plus all other persons whose 
compensation for the year aggregated $20,000 or more. There were 1,130 
officers, directors, etc., so reported, and their salary at the close of the year 
plus all other compensation received during the year amounted to $32,332,328, 
or an average of $28,613 per person for the year. In some instances, some or 
all of the five officials did not receive as much as $20,000 per annum per person. 
The corresponding figures for 1955 were 1,087 officers, directors, etc. ; aggregate 
compensation $29,126,726, with an average ‘of $26,796. 
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TABLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail. 
roads and class I switching and terminal companies) 





Salary per Other 
Name of company Title of position annum as of | compen- 
close of year sation 








Akron, Canton & Youngstown RR. Co-_| President-__-__.._-...--..-.-.------ $45, 000 $1, 101 
Vice president and general manager. 25, 
Vice president and tieasurer.-____..- 
Vice president, operation..._..___._- 
Vice president, traffic. ............-. 


ee 
$335 


Alabama Great Southern RR. Co. (See 
Southern Ry. System.) 
Aare & Southern RR. Co. (S. & | General superintendent --.-.....-.-- 
T. Co.). ee eam acen 
aS ee Ll 
Secretary and treasurer. __--_------- 
Alton & Southern RR. (8. & T. Co.)..| President__-.................--..-.- 
Vice president, traffic.__..........-- 
Vice president and treasurer-_-----.-- 
eT SNR os ce ccc enen sense 
Secretary-controller............----- 


. 
tt ee Oe ee 
= be or DO 


eee 


an Arbor RR Co. (See Wabash RR. 


0. 
Atchison, Topeka & Santa Fe Ry. Co. | President and chairman, executive 
and affiliated companies. committee. 

Vice president and general counsel. 
Vice president, operation.___....---- 
iis eds) i itinreiidonntens 
Vice president, traffic. _.........-.-- 
Vice president, finance. __-._-...-.-- 
Coee attorneys, G. C. & 8S. F. 


Ry. Co. 
EE ae 
Assistant Vice president_.......-..-- 
RENE II os 5... cco unenstnee 


8 


SRZBE3S3S 


SSSSSSS2SE222 SSSSSSSLESSS S85 8 F 88 SSESSSESES SSSES3 8 ESSSEIzE 


Lemdis a 
Comptroller and assistant secretary - 
RoGen DUOT sions cacececackns 
Chief engineer, system --.---....---.- 
Assistant to vice president, traffic- -- 
Vice president and general manager, 

G. C. & 8. F. Ry. Co. 
Solicitors for Arizona.__...-...------ 
General attorney and committee 
counsel, 
Executive representative of the 
president. 
General manager, department of 
highway motor transportation. 
Solicitors for Missouri and Iowa---. 
Medical director, System__..-...---- 
General attorney and committee 
counsel. 

iia Oa Sl cer a inal iatlate tac 
General purchasing agent... -_------ 
Assistant to president-_..........---- 
General passenger traffic manager - -- 
General freight, traffic manager - -- -- 
Secretary and treasurer___._.._------ 
Assistant to vice president__-..--.--- 
Representative of the president - _--- 
General attorney, California_..._..-- 
Tees GENE Sounded cscacests 

De Sb Bc Seharaes sesmuense 
General manager, mechanical de- 

partment, 
Assistant to treasurer _-_.-_.....----- 
— to vice president --_..------ 
eat Dre inks 5 ord ipaahinwcasnieos 
General attormey.................... 
Solicitor for Kaneas.............---.- 
Assistant general auditor .-_....---- 
Assistant chief engineer, system- ---- 


—<——-s 


BBBSSSESRs 


SS 


RSS NN 


Sere eS 


BREBBSSSEERR 


nw 
= 


SSSSSSSys 


Atlanta & St. Andrews Bay Ry. Co..... a 
as anksin paseeesuwiece 
Secretary-treasurer __-.._-- pore esos 
Chairman of board.............-..-- 


~~ 
ao 


1 Bonus. 


2 Also received salary from Monongahela Connecting RR. Co. and Cuyahoga Valley Ry. Co., making § 
total salary of $35,892. 

3 Also received salary from Monongahela Connecting RR Co. and Cuyahoga Valley Ry. Co., making & 
total salary of $19,668. 

4 Also received salary from Monongahela Connecting RR Co. and Cuyahoga Valley Ry. Co., making & 
total salary of $13,800. 





Tal 


Balt 
R 
Balt 


PROBLEMS OF THE RAILROADS 2241 


TaBLE C.—Oompensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and olass I switching and terminal companies )—Continued 





Salary per Other 
Name of company Title of position annum as of | com 
close of year sation 








Atlanta & West Point RR Co-..-.....-- 
(See Western Ry. of Alabama.) 


Atlantic Coast Line RR Co-........-.-- I i ian neintatininines $81, 351 5 $1, 980 
Chairman of board..........--....--. 6 45,016 7 2, 260 

VibO PRI iss iene nn ncecennas 40, 675 8 2,180 

Advisory counsel.................... GO bn ntcintsns 

Ls, RS eae CARE Lentaccanssat 

eee NO Be eSdk iit te dimnnemaninnin GTI Bin csincdceiem 

ME he he oa NOI NGse as ictath tesinneannmasianes GID nce mwa 
| Assistant vice president_-..........- TR icavceedde 
RN 6 are sek cts thinckndondibte DA oc cindininints 

7 Assistant vice president._-...-....-- , | ae 
| a ae ee SE ai cdcacias 
| General solieiter.....-.5.4<006...-.- SOB icnnndoaned 
| — vice president_..........-- TEE De cnntecea 
ee ll | I I Ea cen SO EB icrichadnnnk 
a freight traffic manager---___- TE Rin occhaidcdns 

General passenger traffic manager... SRG A one ndeeods 

, General purchasing agent... ........- CRG bs cicidavis 
General manager.._....-....------.. FR WN ticntctanbas 


, Senior assistant to president....--..-- DE is irnccdoko 
. Baltimore & Ohio Chicago Terminal 
RR. Co.* (8S. & T. Co.). 
Baltimore & Ohio RR. Co,—System: 
Baltimore & Ohio RR. Co. 
Baltimore & Ohio Chicago Termi- 





nal RR. Co. 
Staten Island Rapid Transit Ry. | Vice president and general counsel_- eS 
Co. Geperel Q0Gmetl. «65 o nsec cts nwan GID on ocn sgt 
. "VGH PIC ain os 5 noc S ede 43, BOO fone scenes 
— ll ie CC" i iis daira ber ede Beol © OG. csc ince 
ee lh lhUl OC, pee Biagee ae Cin th bpd tsb dabbbiketmamwiheute SEG isanc-ceadaen 
Cds cide bas anncsisnewsan OT. | 
OG Se pe ee EE eS 
General superintendent, motive ee 


power and equipment. 
General manager..-....-.-..--..--..- 


BS 
a 
: 


nn data 
President NS 6 nn dar cen onde ema eee eaind dieteniiel 28, 213 
General purchasing agent.......-..-.- 
General solieiter.............<<-<=.-..- 
oS ee 
a i 
General freight traffic manager... --.- 
Executive assistant.................. 
Assistant to vice president........-- 
SORIGRIET s daIe dhe cnc ccnnsgncncasn 
Cane superintendent, transporta- 
tion. 
Chief engineer, motive power and 
equipment. 
General passenger traffic manager - -. 
Manager, industrial development... 
er traffic manmager-........-.--.-- 


II 
& 


ee 


S S282 


eee Se 


8 BSBRRRSSN 





Chief engineer, maintenance... .--- 
General attorney..................5- 





5 Includes $480 director’s fee from Charleston & Western Carolina Ry. Co. 

6 Also received a salary as chairman of the board of directors from Louisville & Nashville RR. Oo., making 
4 total salary of $90,032. 

T Includes $560 director’s fee from Charleston & Western Carolina Ry. Co. 

§ Includes $480 director’s fee from Charleston & Western Carolina Ry. Co. 

* Officials carried on payroll of Baltimore & Ohio RR. Co. 

10 Includes $15,000 from Baltimore & Ohio Chicago Terminal RR. Co., a wholly owned subsidiary. 

ut Director’s fees from Cincinnati Union Terminal Co. 

1 Includes $4,375 from Baltimore & Ohio Chicago Terminal RR. Co., a wholly owned subsidiary. 

% Director’s fee from Cincinnati Union Terminal Co. 

4 Includes $12,840 from Staten Island Rapid Transit Ry., a wholly owned subsidiary. 
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TABLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail. 
roads and class I switching and terminal companies )—Continued 











Salary per Other 
Name of company Title of position annum as of | com 
close of year sation 





Bangor & Aroostook RR. Co......----- President and chairman of board---- $35, 000 15 $964 
Executive vice president. ---.....--- 22, 500 6 105 
Assistant to president---..-...-..---- 16, 000 16 157 
eS ENOL eer 14, 000 16 139 
Vice president, sales-traffic---_....-. 14, 000 16 13) 
Belt Ry. Co. of Chicago (S. & T. Co.)..| President and general manager---- -- 17 40,000 |..........90m 
Vice president. traffic.............-- a? 37, O08 |....5.c0ee 
General counsel. ----..-..----- wliss en 7 16,206 |...-.<.ce 
General superintendent - .-..--.----- 13, 366 |.......cnmn 
CN so clie we conn nccenenne 7 13,072 |.....<.caee 
Bemeomer & Lake Erie RR..Co...:.....| Presi@emt. _. . secu. ..-.........- 18 37, 500 19 130 
Vice president and general manager- 28, 000 8 
Cost planning supervisor---------_-- 22, G00 |.......<ae 
3 Oe ee $1, 186 |... 
Superintendent, motive power- _-.-- 31, 166 |.......come 
General superintendent. - --. eran a 21, 156 |.......c0aee 
Secretary and treasurer--_.-.- ee ia 20 10, 000 21 95 
‘ estar ts o.oo s ee 228, 500 23 195 
Birmingham Southern RR. Co. (8. & | President___.....-......-.__-- * 24,000 |.......206e 
T. Co.). eS SS SI eee 15, 704 |......ccae 
IR iis Sia wn ccieuceseue 13,720 |.......c00e 
ER I oancviwentwowasweewda 11,06 {.......588 
Secretary-treasurer____...........--- 11,472 }..2..-dgee 
Boston & Maine RR----- as | ONS oo eeielad co 75, 000 4 710 
Vice president, accounts and finance- 30, 000}... zee 
Vice president, operation..._-_----.-- oe, 000 §.5..458 
Vice president, traffic. _---__-- a 30, 000 = 
General manager--__--.-------- ets 20,006}. ccc ice 
I ew 20,000 |___.. 
Boston Terminal yn (8. & T. Co.).25- 
Brooklyn Eastern trict Terminal | President and general manager-_---- 26, 000 30 
(S. & T. Co.). Chairman of board and treasurer--. 16, 500 30 
Vice president-assistant treasurer 12, 200 30 
and secretary. 
Assistant secretary and comptroller. - 30, 306 }........cge 
Canadian Pacific Lines in Maine. 
Compensation of officers paid by 
anadian Pacific Ry. Co., which does 
not —— to the Commission.) 
Canton RR. Co. (8S. & T. Co.)_......---] President... -.---_--. sete as ai 25, 000 10, 083 
Vice president and treasurer_____---- 20, 800 4, 933 
Chist engiater...2.-.<..........--... 11, 800 1, 983 
Assistant secretary and assistant 11, 000 917 
treasurer. 
Carolina & Northwestern Ry. Co. | General manager_......--.-....-..-. 10, 800 1,700 
(See Southern Ry. Co.). 
Central of Georgia Ry. Co----....-.---- Chairman of executive committee - -- 40, 000 1,820 
President and general manager --.- -- - 35, 000 1,810 
bic eee 25, 000 42 
Vice president and comptroller---.-- 25, 000 420 
Vice president ._--_- eel tiateniaaia anal 21, 500 60 
pave DIR OULL sadsedas kpucesancosccus 21, S00 |.--..-..00 
Central RR. Co. of New Jersey.-..----- |) ES 6 ee 56,175 4,170 
Vice president and general counsel. - 33, 705 220 
Vice president and general manager- - 33, 705 180 
Vice president, traffic...........---.- 26, 250 190 
Chief accounting officer____..._..---- 21, 210 6 


15 Director’s fees and stock option plan contribution. 

16 Stock ope plan contribution. 
oun ore ace same capacity for the Chicago & Western Indiana RR. Co., which was charged a propor- 

oO x 

18 Also received a salary from Union RR. Co. (Pennsylvania), making a total salary of $75,000. 

19 Includes director’s fee of $20 from Etna & Montrose RR. Co.; $20 from Youngstown & Northern RR. 
Co.; and $20 from Johnstown & Stony Creek RR. Co. 

2 Also received a salary from Union RR Co. ennaziveni), making a total salary of $20,000. 

a1 —s director’s fee of $10 from Youngstown & Northern RR. Co.; and $5 from Newburgh & South 
Shore Ry. Co. 

22 Also received a salary from Union RR. Co. (Pennsylvania); Lake Terminal RR. Co.; Newburgh & 
South Shore Ry. Co.; McKeesport Connecting RR. Co.; Donora Southern RR. Co.; Northampton & 
Bath RR. Co.; and Hannibal Connecting RR. Co., making a total salary of $27,000. 

% Includes director’s fee of $25 from McKeesport Connecting RR. Co.; $25 from Northampton & Bath 
RR. Co.; $20 from Donora Southern RR. Co.; $15 from Johnstown & Stony Creek RR. Co.; $10 from Etna 
— RR. Co.; $10 from Youngstown & Northern RR. Co.; and $20 from Newburgh & South Shore 

. Co. 

i Director’s fees. 

4% Officials carried on payroll of New York Central RR. Co.; New York, New Haven & Hartford RR. 
Co.; or the Connecticut Co. 
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Taste C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and class I switching and terminal companies )—Continued 





Name of company 





Central Vermont Ry., Inc.--..--.-.-.-- 


— & Western Carolina Ry. 


Teecake & Ohio Ry. Co-..----- 


Chicago & Eastern Illinois RR. Co--.--- 


Chicago & Illinois Midland Ry. Co 


Chicago & North Western Ry. Co.— 


System: 


Chicago & North Western Ry. Co... 
Chicago, St. Paul, Minneapolis & 


Omaha Ry. Co. 


Title of position 


General manager-_--...--_.- eee 
| ea oe ee 
Ce ee. caktnnndee 
Superintendent, motive power and 
car equipment. 
Superintendent... .----- 
General manager 
Traffic manager- - 
fe. ee 
Vice president, BONN oo nc5, 
Vice president, operations... ......-- 
Vice president, staff- 
Vice president and general counsel -- 
Vice president, merchandise traffic. _ 
Vice president, coal traffic and de- 
velopment. 
Vice president, purchases and stores.- 
Vice president and general manager, 
Greenbrier Hotel. 
Director of research -..-......---.---- 
Assistant vice president, operations. - 
Regional manager, central region... 
Regional manager, northern region -- 
Director of tax administration... ..-. 
General solicitor. _............--.-.. 






Staff assistant to vice president, 
operations. 
General manager, power and car 
utilization. 
Regional manager, eastern region ---.- 
Assistant vice president, labor 
relations. 
Assistant regional manager, central 
region. 
General coal traffic manager-.---. 2». 
Assistant vice president, rates--.-..- 
— general counsel 
Assistant to vice president, finance -- 
Assistant vice president, sales. --...- 
General superintendent of costs... -- 
Chairman of executive committee... 
PONS is inc cpio cesnsbistadnn 
Vice president, finance.............- 
Vice president, traffic. .............. 
Vice president and general counsel. - 
Vice president and general manager -- 
PU A tote eeheanuaaieme 
Vice president and general manager. - 
Vice president, traffic. .............. 
SD er 


CU Rs cir atidhincwssndue 
Executive vice president.-...........- 
Vice president and general counsel. -- 
Vice president, tra 
Vice president and comptroller-_-_--.- 
General solicitor, taxation. -......... 
Special counsel 
President (retired) -..............-.- 
Vice president, operation...........- 
i | 
Executive consultant, rates and 
divisions. 


EE SOI 5 oo cdavcawdcacadhensoniominases 


8 See ee 


36 Other officials received no salary from respondent. 
7 Represents $30,000 received under incentive compensation plan and director’s fee of $2,400. 


% Represe 


nts compensation received under incentive com 
a neprenente $150 director’s fee received from Cincinnati 


nsation plan. 


Salary per 
annum as of 
close of year 


BERERS 


oe SB 
53253 


BEESNBS 


BB} 
SSS88S58 


8B 





Other 
compen- 
sation 
"31 $32, 400 
28 15,000 
29 15, 150 
38 15, 000 
38 15, 000 
% 7,500 
38 3,750 
38 15, 000 
28 7, 500 


nion Terminal Co., and $15,000 under incentive 


tion plan. 
eens $240 director’s fee received from Cincinnati Union Terminal Co., and $7,500 under incentive 


compensation plan. 


1 Includes $18,000 received as retired president, and $2,900 as director’s fees. 


Pension. 
* Includes $20,617 pension. 
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TasLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail. 
roads and class I switching and terminal companies )—Continued 





Salary per Other 
Name of company Title of position annum asof| com 
close of year sation 





& Western Indiana RR. Oo. | President and general manager--.... 38 $40, 000 
(8. & T. Co.). Vice president, traffic 
General counsel 


co 
Chief engineer.-..............- 
Assistan! 

Chicago, Burlington & Quincy RR. Co.. Sa. nists aint waren 





I il innkneib weencldocacasonspeck 








ba president and comptroller-__---- 87 25, 000 
ssistant i isninsieeis we 24, 888 
— a ET , 260 
eneral manager, Chicago. -..__..-- 22, 260 
Assistant to vice eoastdons, traffic.-- 22, 
General freight traffic manager ----- 22, 056 
General manager, Omaha.-.-.--_-.-.-- 20, 
Ch‘eago Great Western Ry. Co......... itt cebthenesacascsncecs 50, 000 
Vice president and spemared manager. 24, 000 
Resident vice president. --......._.-- 16, 500 
Vice president, traffic and industry -- 16, 000 
Vice resident and comptroller, sec- 14, 500 
re’ : 
Chicago, Milwaukee, St. Paul & Pacific | President.................-.-..----- 75, 000 
RR. Go. ee sitade sancecccsases 45, 000 
Chairman of board.._............--- 40, 000 
Vice president, operation...._....--- 36, 500 
Vice president and ee oman. a 36, 500 |. 
Vice president, t 30, 000 
Vice president and peakpicaiion Esai 26, 500 | _ 
“a Vice president and western counsel--. 26, 500 | - 
iar that panécncecccne 26, 500 
iat ahh hdeimheeheeseuacaes 25, 000 
tisaanl manager, Lines East......-- 24, 000 
General manager, Lines West --_---.- 21, 500 
Assistant general counsel. -----_.-_- 21, 500 
Chief engineer, system. .-_......_.-- 20, 750 
Chief mechanical officer._..........- 20, 
om ‘o River & Indiana RR. Co. (8. & 
0.). (See New York Central RR. 
co. System.) 
Chicago, Rock Island & Pacific RR. Co.| President............-........-.-.-- 43 65, 000 2, 160 
Chairman of board.................. 50, 000 2, 100 
Vice president and general counsel_. 35, 000 80 
Vice EM, executive depart- 36 O08 |..-2.....<cam 
men 
Vice president, traffic. ............-- SS ee 
Vice president, operation..__...___.- 4 | 
Vice EeoeeEee industrial develop- 2 
ment. 
General solicitor.............-.------ 2. 
ae J § | 
bingo, St. pe ar Assistant vice president-...........- SR OO Nie wense-<ccee 
Ry. Co. (See = & 
Noah Western Ry. System 
Union Station Co. és. & T. | General manager.................-.- 
Co.). Chief engineer_.............. 
Assistant general manager. 
Auditor-secretary-...-...--- ‘ 
Cashier-paymaster-............-.---- 





% Served in the same capacity for The Belt Ry. Co. of Chicago, which was charged a proportion of th 


% Also received salary from Minnesota Transfer Ry. Co., making total salary of $42,400. 
#7 Also received salary from Colorado & Southern Ry. Co., making a total salary of $32,500 
ee $1,500; director’s fee, $700. 
onus. 
# Represents fees as director and member of executive committee. 
41 Director’s fees 
42 Represents fees as Siero and member of executive and finance committees 
# Also received a salary of $2,400 as president of St. Paul Union Depot Co. , making a total salary of $67,400. 
4 Includes $1,200 paid by Rock Island Motor Transit Co. 








| 


© 
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TasLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and class I switching and terminal companies )—Continued 





Salary per Other 
Name of company Title of position annum as of | com 
close of year sation 





Cincinnati, New Orleans & Texas 
Pacific Ry. Co. (See Southern Ry. 


tem.). 
Oneinnail’ Union Terminal Co. (S. & | Manager_-....._.------..----------.. GIR ao cectiwnan 
T. Co.). Secretary, auditor, and assistant WA iscscncwnic 
treasurer. 
Assistant mane@er. ............c5se5 OT a intemal 
Treasurer-assistant secretary. ._....- Fe Racinoein ibdieie 
Assistant auditor.................... Gr itikcncsackee 
an Union Terminals Co. (8. & 
T.Co.). (See New York Central RR. 
Co. System. ) 
OE ENG So eee General manager...-.........-.----.- 96, CD hie steed 
Be EY ee TA Pateicecnsvn detente 
CSE ORG iss. Sak do in ccc escccee SIE Ddedaéan agate 
ee eS ee ee ee II aks iia: nnamiotind 
Treasurer and purchasing agent ---_-_- Se Bikccncnentnine 
Colorado & Southern Ry. Co-........---. ,. t “ae 20, 040 $80 
COA I iia iis vininiwtidnicdatees WO i viinak cccidiests 
Purchasing agent. _.................. WRN inn sacscuwase 
Assistant chief engineer-_---_..---..- EE cducaceacntaes 
Vice president and comptroller-____- i iikidcndatian 
Colorado & Wyoming Ry, Co.._...._.-- i ee een 23, 400 75 
General manager--.-.........---..-.-- EE wrcvnsscictdladnnens 
eS a ee 8 =a 
General superintendent and general WE BO isscs wins 
manager. 
Conemaugh & Black Lick R. R. Co. | President... -..-.-...._..-..-----..-- 46 48, 336 47 35, 308 
(8S. & T. Co.). pe een 4 31, 908 47 9, 727 
aod MU Sgdie ac Sdnindabanatamenenins 46 20, 508 47 7, 786 
Sc othbal isi diccradipminedineigieidl athe’ 46 18, 804 47 6, 810 
Secretary-treasurer-...............-. 4 17, 088 47 6, 325 
OE ae eee 46 17, 088 47 6, 325 
Cuyahoga Valley Ry. Co.-.-........-..- General superintendent-_--...-...._- 13, 836 3, 000 
I Bo cc cteraiccde ki dachidnceed 48 5, 388 1, 200 
VEO RIE a. dteiiexnrgnininnntmnnan 40 2, 952 525 
Secretary and treasurer_........-.-.- 82 OIG To cckieinsesd 
Delaware & Hudson RR. Oorp-....---.- President and director_....-.......-- 90, 000 51 1,300 
Chairman of board and director- ---- 50, 000 51 1, 300 
Vice president, operation and main- 35, 000 822,917 
tenance. 
Vice president, secretary, treasurer, 31, 800 53 3, 950 
and director. 
Vice president, traffic. ...........--- 31, 800 52 2, 650 
COUN SII so Sic ttteiecncensnnces 30, 000 52 2, 500 
3 SE Se 27, 500 82 2,292 
CHiRCE CRs inne nn ceen ce PGE ienssavernunn 
Superintendent of equipment. -.---- 21, 200 52 1, 767 
Delaware, Lackawanna & Western RR. | President_....-.-.---..--.---------- 90, 000 541,510 
Co. Vice president and general counsel -. 42, 000 53 160 
Vice president, operation...........- 42, 000 % 80 
Vice president, traffic. ......-...-.-- 42, 000 7 100 
ee Se a ee 31, 500 58 120 
CTO ais Bho eeneseneeem~ 28, 875 58 230 
Secretary and treasurer_.........-..- 24, 150 89 180 
Assistant general manager...-..-.-..-.- Te betkdneievaas 
4‘Also received a salary from Chicago, Burlington & Quincy RR. Co., making a total aay of $32,500, 
46 Common officers of and salary aid Vy Cambria & Indiana RR. Co.; Conemaugh & Black Lick RR. 


Co.; Cornwall RR. Co.; Fore River RR. Corp.; Patapsco & Back Rivers RR. Co.; Philadelphia, Bethlehem 
& New England RR. Co.; South Buffalo Ry. 'Co.; Steelton & Highspire RR. Co. 
onus. 

48Also received salary from Monongahela Connecting RR. Co. and Aliquippa & Southern RR. OCo., 
making a total salary of $35,892. 

“Also received salary from oe Connecting RR. Co. and Aliquippa & Southern RR. Co., 
making a total salary of $19,668 

Also received salary from m Monongahela Connecting RR. Co. and Aliquippa & Southern RR. Co., mak- 
ing a total salary of $13,800 

4 Director’s fees. 

82 Bonus. 

% Director’s fees and bonus. 

% Includes $160 paid by ~——s Marine Repair Yard, which is jointly owned by Lehigh Valley RR. Co. 
and respondent, and $160 as director’s fee by Harlem Transfer Co. 


Ss Includes $120 director’s fee paid by Harlem Transfer Co. 

% Includes $40 paid by Brighton Marine Repair Yard, which is jointly owned by Lehigh Valley RR. Co. 
and respondent, and $40 as tor’s fee by Harlem Transfer Co. 

57 Includes $80 director’s fee paid by nor ny Transfer Co. 

8 Director’s fee paid by Harlem Transfer Co. 

58 Includes $160 director’s fee paid by Harlem Transfer Co. 
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TaBLeE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and ciass I switching and terminal companies )—Continued 





Salary per Other 
Name of company Title of position annum as of | compen- 
close of year sation 








Denver & Rio Grande Western RR. Co.| President. --........-...-..--------- - - 52 $15, 000 


WN ID ia cere oalx cui Ree weetsulnts 52 10, 210 

Vice president and general manager - or O00 52 8, 500 

General counsel. -...........-.-...-- 18, 000 82 4, 500 

Director of research... --....-.------ 17, 500 52 8, 000 

Director of personnel... -.......-..---- 17, 500 82 7,000 

Detroit & Toledo Shore Line RR. Co...| General mamager.-...-........-..-.-- | er 
"Tramee Maemeager..................... TE Be cocccassaan 

PE tld, BIEL Cb Shen eencn< ae =e 

Superintendent... ..........45.....- © GP ind. <.cccenee 

Superintendent, motive power and eee 

equipment. 

Detroit, Toledo & Ironton RR. Co--.--- IG ot Se. ia ceaémencas 44, 625 © 600 
Vice president, traffic. .............. 31, 500 60 600 

Vice president, secretary, and treas- 28, 875 60 600 

urer. 

Vice president, operations..........- 25, 200 6’ 600 

I a akn bon dkecegncccescess , edd eee 

Duluth, Missabe & Iron Range Ry. Co. | President and general manager-__--.-- 60, 000 100 
WE PND oiiickddsdccececsceses 24, 000 100 

Executive assistant to president... -- 21, 000 100 

a _ , EE A SSS 20, 600 100 

Secretary and treasurer_............. 19, 500 100 

ERT, motive power and 19, 500 100 

Duluth, South Shore & Atlantic RR. President and general counsel. ---.-- J. } ee 
Co. Vice president and secretary... -.-.-... OFF Fe Lsnccssnnscah 
General traffic manager. -.........-.- 26 306 4. cise cccnesd 

Assistant to vice president. ........- >a 

General superintendent. _.........-- WE etkancncnae 


Duluth, Winnipeg & Pacific Ry. Co. 
(including Duluth, Rainy Lake & 
innipeg Ry. Co.). Compensation 

of officers paid by Canadian National 
Ry. Co., which does not report to the 


Commission. 
Elgin, Joliet & Eastern Ry. Co......... IR Seton cosa cedacdee 72, 000 125 
General manager.-_--.-.......-----.. 97, 000-1. 6-5 sce 
SON cats dead vncecaicwecssce 27, 500 125 
Manager, purchases and stores-.---- 23, 002 125 
BE EEE eee > Ee 
Vice president, traffic. .............- 23, 002 75 
Vies presiaens, stall... ............... EE Indnenckccaat 
General superintendent. -__...-...-.- Ste Escccacacuuae 
Superintendent, motive power and TA OUE Petericuiccuask 
equipment. 
i aE ee 20, 000 125 
Erie System: Chairman of board and chief execu- 100, 000 64 4, 520 
Erie RR. Co. tive officer. 
New Jersey & New York RR. Co. | President... __- Ssesesueoe 75, 000 64 2, 160 
and subsidiary companies. Executive vice president a ad a ea 60, 000 64 110 
Vice president and general counsel - - 45, 000 4 510 
ee hielo cc daccccun 40, 000 1,950 
aap | REESE R eres oe ee 35, 000 | .. ae 
Assistant vice president and general 29. 500 
manager 
Assistant vice president, staff... _.- 29, 500 ca 
General manager..-_-__--....-..-.----- 27, 000 | -- fe 
nr ail he a 65 27, 000 * 100 
Chief surgeon and director of claims. 6 26, 000 oa 
oS eee , gl ee 
Ass'stant vice president____......__- 24, 150 | -- : 
Assistant to president____----_- 22, 050 |... oa 
Superintendent of motive power. = Sweet. .-..-ccoen 
Chief engineer----.-._...-..-- roes 22, 050 | _- b 
Assistant vice president_-_......._-- 21, 400 | _-- 
Florida East Coast Ry. Co..-........-. es Sone ee eamanamath og teeta SS =e 
J SE 22, 500 |. anil 
TO aa rr SE Bicwn cloacal 
Chief Frt. Traffic officer____. TE Rs 5 an ences 
Chief finance and accounting officer. 18, 000 
8 Bonus. 
® Director’s fees. 


Also received a salary from Wisconsin Central RR. Co., making a total salary of $40,500 
* Also received a salary from Wisconsin Central RR. Co., making a total salary of $35,000 
a lary 0 on a salary as chairman, board of managers, "Mackinac Transportation Co., making a total 
irector’s fees. 
Includes $500 per annum as an officer of lessees, Buffalo Creek RR. 
“Includes $500 per annum as member of administrative committee under Erie RR. Co. employees’ sup- 
plemental retirement plan. 
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TABLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and class I switching and terminal companies )—Continued 


—$<—<—$ 





Salary per 
Name of company Title of position annum as of 
close of year 
Fort Worth & Denver Ry. Co_.........| Vice president............-..-...-.-- $20, 040 








General attorney - wate 15, 816 
General manager--_-_---- ae 12, 684 


Fre ght traffic manager-..-.__..-..- a 10, 872 

COORG MII ooo nnn cans 10, 620 

Galveston Wharves, Board of Trustees | General manager._--.....-...-.----- 20, 000 
of (S. & T. Co.). Secretary, treasurer, and auditor. ._- 9, 400 
as padre e  bcmnanocpaeerese 5, 000 

Georgia & Florida RR...-......--.....-| Chief operat’ons officer__..........-- 12, 000 
General aud tor and treasurer---__-. 8, 388 

General super ntendent---__....----- 8, 388 

Freight traffic manager------------ 8, 388 

MON Ge aes x cca cmanapaawnenn 7, 500 

Genter GE. ohne ec enss 6, 000 


Georgia RR., lessee organization. (See 
Western Ry. of Alabama.) 
Georgia Southern & Florida Ry. Co. 





(See Southern Ry. System.) | 
Grand Trunk Western RR. Co.7_______| Vice president, and general manager. 18, 540 
GONGFE COTS 8 nc ee ec cwice en 17, 700 
Secretary -.-..--- cece os Born tae aos 12, 000 
Dehn at andkacwascstapeenes 9, 600 
Great Northern Ry. Co--........-._-.-.. I la ais nn denws 75, 000 
Cha rman of board.................. 50, 000 
V ce pres dent, operat on_.______.- 45, 000 
V.ce president, executive____._._- 45, 000 
5 eee 6 hee see 45, 000 
Vice pres dent, law_-............-- 45, 000 
Vice pres dent, traffic. ..-......--- 45, 000 
V'ce president and comptroller... ._- 73 35, 000 
Secretary and treasurer_............- 74 27, 500 
| General solicitor.............-..... 26, 250 
| Pens oner.._.- pectinases. siis ya dgias aie caplet Rc ake sc 2 
Director of purchases....-.....---.-- 23, 424 
Ass stant to president__...........-- 21, 528 
Ass stant to vice president, opera- 21, 528 
tion. 
General manager._.........-.-..---- 21, 528 
aE AN a ola i 76 21, 528 
Chief mechanical officer______.___.-- 21, 528 
General superintendent, transporta- 21, 528 
t on. 
Ass stant to president_._...........- 21, 528 
Ass stant general counsel_-_-___.._-._- 21, 000 
Green Bay & Western RR. Co.”__...__..| President. -...........-.------------ 35, 000 
Ce ec ckedcncicnesndun 17, 000 
Vice president, operation... _____.___- 15, 000 
Vice president, traffic. _............- 15, 000 
Secretary and treasurer-..._....._--- 5, 000 
Gulf, Mobile & Ohio RR. Co...........| President A a 75, 000 
Executive vice president and gener- 60, 000 
al manager. 
Vice president, traffic...._....... 30, F04 
Vice president and comptroller. 28, 004 
Gtr I 5 nt tise nisi cao oe 24, F04 
Assistant vice president and chief 21, 404 
engineer. 
# Bonus. 
68 Legal fees. 


 Re»resents additional compensation for extraordinary services rendered as authorized in court order. 
"he Seaeeaaen of other officials paid by Canaiian Nat onal Ry. Co., which does not report to the 

omm ssion. 

11 Director’s fees from Chicago, Burlington & Quincy RR. Co.; Colorado & Southern Ry. Co.; and 
Western Fru't Express Co. 

72D) ‘rector’s fees from Western Fruit Express Co. 

7% Also received salary from Lake Superior Term ‘nal & Transfer Ry. Co., making a total salary of $36,320. 

™ Also received salary from Lake Superior Term'nal & Transfer Ry. Co., making a total salary of $28,820. 

78D rector’s fees from M nnesota Transfer Ry. Co. and St. Paul Un'on Depot Co. 

7 Also rece ve’ salarv from La’e Su e* or Tem ral & Transfer Rv. Co., mak ng a total sala-y of $23,848, 
a — divided: Green Bay & Western RR. Co., 70 percent; Kewaunee, Green Bay & Western RR. 

0., 30 percent. 
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roads and class I switching and terminal companies )—Continued 





Name of company 


Illinois Central System: Illinois Central 
RR. Co. end subsidiary companies, 


Illinois Terminal RR. Co._......------- 


Indiana Harbor Belt RR. Co. (S. & T. 
Co.). (See New York Central RR. 
Co. System.) 

ee Union Ry. Co.”* (8S. & T. 

0.). 


Kansas City Southern Ry. Co. and 
controlled companies. 


— City Terminal Ry. Co. (S. & T. 
0.). 


Kansas, Oklahoma & Gulf Ry. Co. 
(See Midland Valley RR. Co. Sys- 


tem.) 
Kentucky & Indiana Terminal RR. Co. 
(8. & T. Co.). 


Lake Erie & Eastern RR. Co. (S. & T. 
Co.). (See New York Central RR. 
Co. System.) 

Lakefront Dock & RR. Terminal Co. 
(S. & T. Co.). (See Baltimore & 
Ohio RR. Co. and New York Central 
RR. Co.) 


- Lake Superior & Ishpeming RR. Co---- 


78 Director’s fees, 
79 Other officials served without salary. 


#0 Also received salary from Pennsylvania RR. Co., making a total salary of $30,968. 


$1 Retainer fee. 
82 Director’s fees. 


Houston Belt & Terminal Ry. Co. (S. & 
T. Co.). 


Title of position 


President and general manager------- 
Industrial land and tax committee - _- 
SS ES a ee 
aE he MS od on name cannes 
Secretary and treasurer--...----.----- 
a Dad acted ak neon s (5 > tn atm 
Chairman, executive committee - - - -- 
Vice president and comptroller----- 
Vice president and general counsel. - - 
PR I incS nnccescccnn acces 





Director of ‘personnel. Des ect ae tn 
Assistant to vice president__---_~--- 
Assistant to president_--_-.-_.....--- 
General solicitor, Southern Lines - - - 
General traffic manager. - 
Assistant to president and secretary - 
Assistant comptroller - eoke eves 
Treasurer and assistant secretary -- 
General manager-__-- 
General solicitor, Northern Lines___- 
Chief engineer_______- 
Vice president, operations “and 
maintenance. 
Vice president, traffic_........------ 
coke en 
Purchasing agent -- - - - 
Secretary an comptroller cae ceTay 


Soneriptendent ...........-=.-.----. 
de oman cuitscken 
General counsel. ---_--- 
President and chairman of board 
and executive committee. 
Vice president and general counsel. 
Vice president and general manager. 
Vice president, traffic----_..._.------ 
Comptroller. ____- = 
President and general manager _____| 
homes Gmeees.. 8 ............- 
en a 
5 ili Ea il aa ie 
Secretary and auditor. -._...-.._-- 


President and general manager _--_- 

Secretary and auditor -- 

Vice president of industrial develop- 
ment. 

General counsel_--_- 

IEE dy io dicile nity wp oo we eee 








UNE 15 od. eicbisin cin Pancsesss 
Assistant to president. _........----- 
Treasurer and comptroller__....----- 
Secretary ---.-- 

Assistant comptroller and auditor-_- 


Salary per 
annum as of 
close of year 


42, 500 
40, 000 
40, 000 
35, 000 
32, 500 
27, 500 
27, 500 
27, 000 
26, 200 


24,000 |... _- 


22, 000 
22, 000 
22, 000 
21, 600 
21, 200 
20, 000 


24,000 |_...-..cou 


16, 536 
10, 716 
10, 584 
10, 500 


11, 575 
80 1, 200 


50, 000 


19, 000 
19, 000 


Other 





~ 1 4, 000 
82 800 
32 800 


15000. |......0% 


16, 250 
22, 000 
15, 900 


10, 380 |. 


10, 200 


10,000 |... _ 


26, 400 
11, 340 
10, 368 





7, 500 
900 
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TABLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and olass I switching and terminal companies )—Continued 


Salary per Other 
Name of company Title of position annum as of <a 
sation 


close of year 


Lake Terminal RR. Co. (8S. & T. Co.)_.| President. 
Assistant secretary and assistant 
treasurer. 
Vice president 
Secretary and treasurer 
Comptroller 
Lehigh & Hudson River Ry. Co a RR ee ee 
Vice president and general auditor _ - 
Secretary and treasurer__..........-- 
Assistant secretary and assistant 
treasurer. 
Lehigh & New England RR. Co_-......| President--- 
Chairman of board__-_........-...-- 
Executive vice president 
Vice president, traffic 
Comptroller 
Lehigh Valley RR. Co President cect deen mn ned 
Vice president, operation and main- 
tenance. 
Vice president, traffic__-_...........- 
Vice president and comptroller-___-_- 
Vice president and general counsel. - 
Litchfield & Madison Ry. Co Chairman of board...-...........-.. 
Vice president, finance 
Vice president, traffic 
Vice president, operation 
Auditor and Treasurer 
Long Island RR. Co President and general manager 
General attorney 
Manager, passenger traffic 
Assistant to general manager 
General mechanical superintendent- 
Los Angeles Union Passenger Terminal®| Superintendent 
(8. & T. Co.). 
Louisiana & Arkansas Ry. Co.%____.__- Vice president - 


PN ced su ct ie taccnnassemesae 
Loulsville & Nashville RR. Co I ee eas 

Chairman of board 

Vice president - 

Vice president-general manager 

bbw’ - dacsiannte edhe wines gdniawin 


i ang 
Assistant to president 
Comptroller 
Maine Central RR. Co President 
Chairman of boar 
RT IE 8 oan dr anicncsgennsnn 
General counsel 
Chief engineer - 
General manager 
Minneapolis & St. Louis Ry. Co President --- - ---- 
Vice president, operations 
Vice president, traffic 
Vice president and general counsel -- 
Vice president and comptroller 


83 Also received salary from Newburgh and 8S. Shore Ry. Co.; McKeesport Connecting RR. Co.; Donora 
Southern RR. Co.; Northampton & Bath RR. Co.; and Hannibal Connecting RR. Co., making a total 
salary of $36,000. 

4 Director’s fees. 

8 Also received salary from Newburgh & S. Shore Ry. Co.; McKeesport Connecting RR. Co.; Donora 
Southern RR. Co.; Northampton & Bath RR. Co;. and Hannibal Connecting RR. Co., making a total 
salary of $22,500. 

% Also received salary from Newburgh & S. Shore Ry. Co.; McKeesport Connecting RR. Co.; Donora 
en Se Co.; Northampton & Bath RR. Co.; and Hannibal Connecting RR. Co., making a total 
salary of $11,500. 

8? Also received salary from Bessemer & Lake Erie RR. Co.; Newburgh & 8S. Shore Ry. Co.; McKeesport 
Connecting RR. Co.; Donora Southern RR. Co.; Northampton & Bath RR. Co.; Hannibal Connecting 
RR. Co.; and Union RR. Co. (Pa.), making a total salary of $27,000. 

8 Includes director's fees and additional compensation in recognition of valuable services rendered. 

8 Other officials received no salary from respondent. 

Other officials carried on payroll of The Kansas City Southern Ry. Co. 

% Includes $250 director’s fee from Nashville, Chattanooga & St. Louis Ry. Co. 

% Also received a salary as chairman of the board from Atlantic Coast Line RR. Co., making a total 
Salary of $90,032. 

% Director’s fee from Cincinnati Union Terminal Co. 

 Director’s fees. 

% Clerk’s fees. 
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TasBLeE C.—Compensation of officers, directors, etc., 1956 (class I line-hautl rail. 
roads and class I switching and terminal companies )—Continued 
















Salary per 
Name of company Title of position annum as of 
close of year 
Minneapolis, Northfield & Southern Ry-| President. --..........-..-.---------- $27, 500 
Senior vice president ----- pcebelaies 25, 000 
CIs gnrcibomicnncenccaun= 14, 400 
itn i pbe ro taccacnvece- 14, 400 
Executive vice president ---.--.-..--- 14, 125 
Minneapolis, St. Paul & Sault Ste. | President... --.-...----.------..-.-- 60, 000 
Marie RR. Co. I osivtekneannccnindesaso- 33, 000 
iit iain cbse ibekvcennaws 28, 800 
Vice president, traffic. .........-..-- 27, 000 
General manager-.---- a 25, 200 
General counsel. 24, 600 
Comptroller...-...- 7 22, 200 
SN IO iia un ca rneenccenn« 21, 300 
Minnesota Transfer Ry. Co. (S. & T. | Vice president end general manager. " 8, 100 
Co.). Secretary-comptroller_-.-.---.-.-.-- 98 6, 210 |_ 
Re atthe i ncecnneccases % 5, 508 
Assistant auditor and assistant 100 4, 080 
treasurer. 
NE NR Rrcaddtntancscacnncucs it | oe 
i el ih ab cismineiw asa ibe MOS O00 j...-..20<n0e 
Missouri-Illinois RR. Co. (See Mis- 
souri Pacific RR. Co.) 
Missouri-Kensas-Texas RR. Co. and | President...-.......-.--.----------- 70, 000 150 
controlled companies. Executive vice president --.......--- 40, 000 470 
Vice president, sales and service... .. 27, 500 |.- oneal 
Missouri-Kansas-Texas RR. Co--...- General counsel. --....-...-..------- 25, 000 20 
Vice president and general manager - 22, 500 500 
apeeet Sony Tem TER, CO. OFF ici sie nnsnnpassnen-en 20, 000 20 
‘exas. 
ae Meade & Englewood RR. 
0. 
Missouri Pacific RR. Co...............- I i at cilia eel 103 110, 900 104 1, 190 
Executive vice president, St. Ionis 47, 000 104 100, 
Vice president and general counsel. 47, 000 104 500 
Vice president, = sida cS late. 45, 000 104 220 
Vice president, Houston...........-- 42, 000 104 29 
Vice president, finance .-........--- 42, 000 104 220 
Vice president, traffic. ......-...-.-- CS ae 
Generhl SOMO. hone. sc e--0- 906. 28. O00 |..... ..<cnu 
Assistant vice president, operation.. DRO le naxnsssunen 
General purchasing agent._--..-- ..-- a ee 
Assistant vice president, trafhe_..-- CS 
SS ET Ee eS 
NG ee biis Bnnsnccconnbecnsaantus ee laid ae ven 40, 000 16 1, 600 
Vice president, operation... .......- 9B, 068 b neicnncnntte 
Vice president, traffic. -..-....-.....-. BEE Newonectcanen 
Vice president, purchases and taxes _- 14, 000 | .....<. ssn 
eae ee : 12,600 |...<....:00e 
Meseqies Connecting RR. Co. (8S. | General superintendent - --....-_--- 19, 680 10? 3, 665 
. Co.). 
Gs eed cemacnktbeome’ 108 17, 940 107 4 000 
eR kctidn eiicc ccs oconeene 109.9, 840 107 1, 750 
Secretary and treasurer. ........--- ‘ 10 6660 |......0ecnih 
Mongahela Ry. Co. !__-..........-.-.- een ee 12,300 }.....2.-0c 
Superintendent of freight... ......-- - €166 1. .<...<ecanne 
Nashville, Chattanooga & St. Louis Ry.| Executive vice president. -.-....--- 40, 446 250 
General manager..--..-...- hee 94; 006 465. cc. dee 
RIE EGR ere: 16, 836}... <0 
General traffic manager. -.--.------- 17, S341 2... 6c 
Superintendent, machinery. --.-..-. .- 14,88 }. J cincuwtdon 
 Director’s fees. 


" Also received salary from St. Paul Union Depot Co., making total salary of $16,200. 

% Also received salary from St. Paul Union Depot Co., making total salary of $13,740. 

® Also received salary from St. Paul Union Depot Co., making total salary of $9,180. 

10 Also received salary from St. Paul Union Depot Co., making total salary of $8,160. 

101 Also received salary from St. Paul Union Depot Co , making total salary of $3,900. 

102 Also received salary from Chicago, Burlington & Quincy RR. Co., making a total salary of $42,400. 

10? Includes $7,000 received as president of Missouri Pacific Transportation and $3,000 as president of 
Missouri-Illinois RR. Co. 

10) Director’s fees. 

105 Includes $3,600 paid by American Refrigerator Transit Co. 

: a for attending hoard of directors and executive committee meetings. 

mus. 

10* Also received salary from Aliquippa & Southern RR. Co. and Cuyahoga Valley Ry. Co., making a 
total salary of $35,892. 

109 Also received salary trom Aliquippa & Southern RR. Co. and Cuyahoga Valley Ry. Co., making & 
total salary of $19,668. 

110 Also received salary from Aliquippa & Southern RR. Co. and Cuyahoga Valley Ry Co., making a 
total salary of $13,800. 

1! Other ofticials carried on the payrolls of The Baltimore & Ohio RR. Co., The Pennsylvania RR. Co., 
The Pittsburgh & Lake Erie RR. Co. 
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TaBLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul raitl- 
roads and class I switching and terminal companies )—Continued 





Name of company 





New Orleans & Northeastern RR Co. 


(See Southern Ry. Syste 


m.) 
New Orleans Public Belt RR (8S. & T. 


Co.). 


New Orleans Terminal Co. (S. & T. 


Co.). (See Southern Ry. System.) 
New York Central RR Co.—System: 
Chicago River & Indiana RR Co. 
Cleveland Union Terminals Co. 
Indiana Harbor Belt RR Co. 
Lake Erie & Eastern RR Co. 
New York Central RR Co. 
Pittsburgh & Lake Erie RR Co. 


112 Director’s fees. 


Title of position 


General manager..---.---.----- 

General counsel - - -------- Sead 

Secretary-treasurer --.--...-.--..-.- 

Assistant to general manager and 
chief engineer. 


al a ts cinen mics eres SO le 
Senior vice president ..-_....--.---- 
Vice president, finance __--_---.-.---- 
Vice president, operations-_-----_- sen 
Vice president, staff.............--- 
Vice president, law....-.-......----- 
Vice president, personne! - - 
Vice president, freight sales and ser- 


vice. 

Vice president, passenger sales and 
service. 

CE sci cxvcdncicecomantees 

Prossaems (FP. &- Ls, 3) <ncciinitcwnsee 

ae vice president, engineer- 
ing. 

COROT DOI ko sedncsccnncceds 

Vice president, purchases and stores. 

Assistant vice president, operation 

Assistant vice president. equipment- 

Resident vice president - - - ---- 

Assistant vice president, passenger 
sales and service. 

—" vice president, transporta- 
tion. 

Assistant vice president, passenger 
sales. 

General manager 


Assistant comptroller 
po i” 
COORREPIT CERNE iss ow asic in ck wrens 
General counsel. ..................-- 
Director of labor relations. -......--.-- 
General lan i andi tax agent... ------ 
cy 
Vice president and general counsel 
(Pittsburgh & Lake Erie RR. Co.). 
Assistant comptroller -.......-..-- 
Assistant vice president, freight 
sales and service. 


General claims id icadccneae 
Engineer, maintenance of way 
Chief engineer-.....-. Bek dalkadow gages 
ee 
General manager... ..........-.-..-- 
Chief mechanical superintendent... - 
eek cikcmeideuiemleee 
Manager of transportation 
ee 
Director of coal sales........-.-...-. 
General purchasing agent. -.--..-.--- 
Assistant comptroller 





General attormey..................... 

Director of management develop- 
ment. 

Assistant chief engineer, system... --. 

Assistant vice president, freight 
sales and service. 





Salary per 


annum as of 


close of year 


$15, 125 
12, 210 
680 


, 


32, 000 


ERRBRBE 


88 SSESP 


ss 88 sesssseeses 


38 


183 Director’s fee from Cincinnati Union Terminal Co. and Boston Terminal Corp. 


14 Stock bonus. 


118 Director’s fee from Boston Terminal Corp. 


15a Stock bonus. 


21278—58—pt. 4-18 


Other 
compen- 
sation 








1iSe 451 
lS 451 
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2252 PROBLEMS OF THE RAILROADS 


TaBLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and class I switching and terminal companies )—Continued 





Salary per Other 
Name of company Title of position annum as of | compen- 
close of year sation 





New York, Chicago & St. Louis RR. Co_| Chairman of board ._..........------ $100, 000 $3, 100 





PG ie keisigdancicensocaseuhuen 75, 000 2, 650 
Vice president, ‘industrial develop- 40, 000 620 
ment. 
Vice president and general counsel. - 40, 000 220 
= president, finance and account- 40, 000 1, 090 
ng. 
Vice president, traffic. .....-....---- 40, 000 150 
Vice president, operation_-.--...------ OD 
Assistant vice president, traffic._-._- 32, Oi le naancnccue 
Assistant vice president, finance and 27, Ce RR 
treasurer. 
Assistant vice president, traffic...-.- PSG to -onceccuun 
Assistant to president---......--.---- 25, 000 670 
Assistant general counsel_---.-.....-- oh 
ee as an cheoncstdanmadeee 21, 000 720 
oO a ee ee Ge ts. .cencene 
Assistant to president_--...--.------ ot 
Re sek Litem awnennnwa<n PAE Fo ienscnneell 
ONE CL... ceene 20, 000 130 
Medion) director... ..<.-............- BOSE bo .2-nesnceen 
New York Connecting RR. Co.116 
New York, New Haven & Hartford | President...-..............-.---.-..- 60, 000 117 2, 650 
RR. Co. Senior vice president inva ese cctcanun U8 45, 000 119 479 
Vice president, freight traffic__-___-_- GD }.2<5~.+s000n 
General manager._.....-..--.---.---- Sate |-.......-0 
CI Dn ca cnenucwonnescs 18 SOOO |...-....-un 
Comptroller. Deke wom’ 118 30,000 }...----.--. 
Manager, purchases and stores._--_. 20, 000 120 199 
ee Ge ee s Se 
Chief mechanical officer. - SG 000 bios. c.caee 
Deputy comptroller-_--_- TE ORD fino naneai 
yo ae 0 FE GE ccancnsuionen 
0 SED Pe 10 2 Ge | ..- <<. cnn 
General passenger traffic manager - -- SG lau cccucae 
OONOTET GIRNIEE  ose oo 0-50 e-. . ae 
Assistant vice president, freight ) 
traffic. 
Freight claim agent-._......-.---.-- Gee tice 
Manager, dining service...........-- EE Ivasccccasell 
Legislative representative_-__.._.--- SUE bivdecncsnaal 
New York, Ontario & Western Ry. Co..| Trustee. .......-..-.-.---.---.----.- TA lec aoc nuded 
Vice president and general auditor-_- J |) > 
Te ee cateksindacuscasees ee 
PEUO MINEE.. «on comecncssecceces. i ibcwnncsccuen 
RS foe ies etalacanecnsncd Sis isscceneal 
New York, Susquehanna & Western | President..............-.-..---- ae 20, 000 121 700 
RR. Co. General manager__..-.-----------_-- Ol | eee 
ee ded xnecwadkann cu TAPE hao cnccdoune 
ne co cccadcaccccese 4 | Sr 
ET Eb ciinnouesccnnnnccs 12, 000 122 18, 900 
Norfolk & Western Ry. Co...--.-.--- a) | OS eee 85, 000 1, 500 
Executive vice president--__-___.--.-- EE do conan aaa 
Vice president and general manager 43, 212 123 §00 
Vice president, traffic... _........--- BEG donno nancuee 
Vice president, finance. _-_..__...--- 38, 070 1, 000 
Vice president, assistant to president- TE Cc ccnu cen 
ica canciesinn EE Pies re anneal 
Generel solicitor... .............:...- DE Iatosoncnomal 
Assistant vice president, traffic_-____- SE Bano saw onal 
General superintendent, motive  & 9 ee 
power. 
General tax attorney............--.- 22, 575 
Assistant general manager-..--...---- 22, 575 
etal TTT 22, 575 
General coal traffic manager-_....---- 22, 575 |}... 
iis. a edinaltinmens 21, 447 





116 General officers of the respondent are carried on the payrolls of The New York, New Haven & Hart- 
ford RR. Co. and the Pennsylvania RR. Co 


117 Includes director’s fee of $350 paid by Boston Terminal Corp. 
118 Includes amounts charged against subsidiary companies. 


rs Includes director’s fee of $120 received from N. Y. onnecting RR. Co., and $350 from Boston Terminal 
orp. 

120 Director’s fees from N. Y. Connecting RR. Co. 

121 Director’s fees. 

12 Director’s fees, $700; legal fees, $18,200. 

123 Director’s fee from Cincinnati Union Terminal Co, 


Ta! 


ow 





PROBLEMS OF THE RAILROADS 


TaBLE C.—Compensation of officers, directors, etc., 
roads and class I switching and terminal companies )—Continued 








Name of company 


Norfolk Southern Ry. Co-_-__------- : 


Northern Pacifie Ry. 


ee Co. 


Co.). 


Northern Pacific 
Oregon !%4 (8. & T. 


Northwestern Pacific RR. Co. 15 
& T. Co.) 


Patapsco & Back Rivers 
(8. & T. Co.). 


RR. 


Pennsylvania RR. System 133 


CG ain tubeletnécks 


Ogden Union Ry. & Depot Co. ' (S 


of | 


Co. 





Title of position 


General superintendent. -----_..--- 

General superintendent, transpor- 
tation. 

Deputy comptroller_---_-__-.-.---- 

General superintendent_ --__- 


President and chairman of board___- 


Vice president and general counsel_ 
Vice president, operations_- 
Vice president, traffic. -. ~~. 
Comptroller~_- 
President - - - - 
FD PO ednatthibedninw inns sda 
Vice president, operation------- 
Vice president and general counsel - 
Vice president and western counsel-- 
Vice president, oil development. -- 


| Vice president, traific--_- 


General solicitor____- : 
General manager, East------ 
General manager, West --- 
Comptroller........-..- 
Manager Tie Raiate 
Comptroller--._--- 
Treasurer 
Assistant comptroller ah 
Vice president and general man: wger- 
Secretary and auditor ‘i 
Treasurer. ......- 
RNs ines nce cement 
Vice president ___-- --- 
SG Ghai cicaten ph mike ot 
lice anne tee 
Secretary -treasurer - 
PN ss cnricumeiintiecns 
i... Se 
Vice president 
Vice president, 
service. 
Vice president, finance _ _- 
Vice president, research and devel- 
opment. 
Vice president, passenger sales and 
service. 
Vice president, 
and insurance. 
Vice president and general counsel 
Vice president, public relations 
Vice president, transportation and 
maintenance. 
Vice president and regional man- 
ager, northwestern region. 
Vice president, Pittsburgh 
General solicitor- AGhs 
Vice president, personnel. __- Fe 
Assistant vice president, chief me- 


purchases, stores, 






chanical officer. _ 
Assistant vice president, finance 
Assistant vice president, freight 


sales and service. 


General manager, transportation - - -- 


Chief tax counsel 

Vice president and regional manager 
Comptroller ___- 
Vice president, New York _____- 
Vice president, Washington 
Seusdtues sisi 
Director, real OU a 
Assistant vice president- 
Regional manager, 

region. 


Che sapeake 


14 Other officials received no salary from respondent. 
125 Other officials carried on payroll of Southern Pacific Co. 
1% Common officers of and salary paid by: Cambria & Indiana RR. Co.; Conemaugh & Black Lick RR. 


Co.; Cornwall RR. Co.; Fore River RR. Corp.; 


hem & New England R R. Co.; 
27 Bonus. 


South Buffalo Ry. Co.; 


freight sales and | 


Salary per 


annum as of 


close of year 
4 $20, 883 
20, 883 


: 20, 883 
20, 883 





6, 502 


| 126 48, 336 
_-| 126 31, 908 | 
128 20, 508 | 

126 18, 804 | 


126 17, 088 
126 17, 088 
| 126, 398 
71, 174 
66, 090 


61, 342 


| 
| 56, 230 | 


51, 398 


51, 398 
51, 398 
49, 188 


49, 188 


47, 850 
45, 476 
43, 926 
41, 342 


41, 342 
41, 342 


38, 758 
38, 758 
38, 758 
; 37, 518 
36, 578 


ty 36, 578 





36, 578 
: 36, 578 
36, 578 
36, 578 


51, 398 | 
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1956 (class I line-hautl rail- 


Other 
compen- 
sation 


123 $180 


127 35, 308 
12 727 
127 7, 786 
127 6, 810 
127 §, 325 
127 6, 325 
129 3, 870 
139 3, 010 
130 2, 890 


139 3, 610 
110 


180 


Patapsco & Back Rivers RR. Co.; Philadelphia, Bethle- 
Steelton & Highspire RR. Co. 


128 The compensation shown represents the entire compensation pé 1id to holders of the positions indicated 
and cover services performed for various subsidiary companies as well as for the Pennsylvania RR. Co. 
129 Includes $80 director’s fee paid by N. Y. Connecting RR. Co 


130 Includes $120 director’s fee 


paid by N. Y. Connecting RR. Co. 





ee ee 


a 


Pennsylvania RR System......-......- Gane WIEN nono asesec cece eet 
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TasLeE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rait- 
roads and class I switching and terminal companies )—Continued 





Salary per Other 
Name of company Title of position annum as of | compen- 
close of year sation 


er 


Sree Oe et Ne alma hari cuee id 

ae oe sae 

Director, labor relations _--........-- 

Assistant vice president, freigh 
sales and service. 

Sk es 

General manager, freight sales and 
service. 

Regional manager, New York region. 

— nal manager, Philadelphia 
regi n. 

Regi nal manager, lake region.....-- 

Ne ia edwin on siuih 

Manager, heavy repair shops, Al- 
toona. 

Genera! purchasing agent. -------._- 

Manager, operating rules.._...__-._- 

Assistant chief engineer, mainte- 
nance. 

Manager, passenger train service _-_- 

one OS I ES 

ns iid ithe Addinbwennesnae 

General manager, industrial devel- 
opment. 

Assistant vice president -__-_......._-- 

Manager, property taxes-_-_--.....-- 

Regi nal manager, Northern region. 

Regicnal manager, Buckeye reginn_- 

Regional manager, Southwestern 
region. 

sa chief engineer, construc- 
tion. 

Assistant chief mechanical officer--_- 

Engineer, maintenance way and 
— 


Regional engineer, Pittsburgh-----..- 
General passenger manager-.----_---- 
— transportation, engineer- 


eA 

Area engineer, Pittsburgh..-_......_- 

Manager, freight stations and motor 
service. 

Assistant to vice president, Ohio---- 

Assistant regional manager, Lake 


regi~n. 
Assistant regional manager, North- 
west region. 
Manager, freight train operation_--_.- 
Assistent treasurer.................. 
General manager, freight rates_-.... _- 
Assistant director --._--.....-- aadesnt 
Freight traffic manager, Detroit -_. 
ren, equipment, Phila- 
elphia. 
Cepentent, equipment, Pitts- 


urgh. 
Superintendent, equipment, North- 
west region. 
Assistant chief mechanical officer, 


car. 
General attorney, Chicago __....._-- 
General attorney, Pittsburgh_._..__- 
Assistant comptroller and chief cost 


analyst. 
Freight traffic manager, New York 


regi n, 
Sales manager, Southwestern States_ 
OE 200 SII issn 3s a ctqdcscr ones 
Manager, insurance department... .- 
Manager, labor relations. -_-.......-- 


181 Includes $55) director’s fee paid by Cincinnati Union Terminal Co. 
182 Also received a salary fr»m Indianap lis Uni n Ry. Co., making a total salary of $30,968, 
133 Includes $70 director’s fee paid by Indianapolis Union Ry. Co. 
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PROBLEMS OF THE RAILROADS 


Name of company 


—— 


Pennsylvania RR System 


Pennsylvania-Reading Seashore Lines.'35 
On) & Pekin Union Ry. Co. (8. & T. 
0.). 


Philadelphia, Bethlehem & New Eng- 
land RR. Co. (S. & T. Co.). 


Piedmont & Northern Ry. Co 


Pittsburgh & Lake Erie RR. Co. 
Included in New York Central RR. 
Co.—System. 

Pittsburgh & West Virginia Ry. Co.-__- 


Title of position 


Assistant to vice president, Indiana_. 

General manager, coal traffic, sales 
and rates. 

Editor—Employee maga7ine_----_.-- 

Manager, employee benefits - -- - 

Manager. freight train service 

Sales manager, Pacific States, San 
Francisco. 

Manager, passenger rates... - - 

Budget manager 

Manager, research development 

Assistant comptroller 


Assistant regional manager, New 
York region. 

Assistant regional manager, Phila- 

— region. 

— t traffic manager, Philadelphia 
region. 

Assistant regional manager, Chesa- 
peake region. 

Assistant regional manager, Pitts- 
burgh region. 

Freight traffic manager, Pittsburgh. 

Freight traffic manager, Northwest 

region. 

Manager of claims research 

General manager, foreign traffic sales. 

Assistant chief engineer, communi- 
cation and signals. 

Assistant chief engineer, structures_- 

Assistant area engineer, Chicago - - _- 

Passenger manager, New York 
region. 

General manager and traffic manager. 

President and general manager 

Superintendent 

General counsel 

Secretary, treasurer, and auditor-__. 


President 
‘Vase Seeeees. iia Sains ceabeeana 


President 

Vice president and traffic manager - - 
Treasurer and general auditor 
General manager 

Cee vvccpemivessscvccsunce 


Chairmen of board.....i.............. 

PE itvinseidettinecettiaitnhnanseinne 

Vice president, secretary, and 
treasurer. 

Vice president, traffic 

General superintendent 


14 Includes $210 director’s fee paid by Cincinnati Union Terminal Co. 
138 Other officers carried on the payroll of the Pennsylvania RR. or the Reading Co. 


1% Common officers of and salary 
RR. Co.; Cornwall RR. Co.; Fore 


2255 


TABLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and class I switching and terminal companies }—Continued 


Salary per 
annum as of 
close of year 


Other 
compen- 
sation 


aid by: Cambria & Indiana RR. Co.; Conemaugh & Black Lick 
iver RR. Corp.; Patapsco & Back Rivers RR. Co.; Philadelphia, 


Bethlehem & New England RR. Co.; South Buffalo Ry. Co.; Steelton & Highspire RR. Co. 


197 Bonus, 
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TABLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- Tat 
roads and class I switching and terminal companies )—Continued 





Name of company 





Portland Terminal Co. (S. & T. Co.). 
Officers receive no salary from re- 
spondent. A monthly charge is made 
by Maine Central RR. Co., for a 
nominal proportion of salaries. 

Port Terminal RR. Association (8. & T. 


Title of position 


General manager--.-___........--..--. 


Co.). IRENE Ss 5 son ccc ncccnse 
RI oe Fee dik cnciemanccunnes 

Treasurer-claim agent_.............. 

Reading Co......... sh inietalen ts Uepagiainitoumedl I oR n een ieatwnacans 


Richmond, Fredericksburg & Potomac 
RR. Oo. 


River Terminal Ry. Co, (S. & T. Co.)... 


SE BOs CI ce cccinciascntnones 


St. Louis, San Francisco & Texas Ry. 
Co, 140 


St. Louis-San Francisco Ry. Co. _....... 


8t. Louis Southwestern Ry. Co, and 
subsidiary companies. 


Vice president, operation and main 
tenance. 
Vice president and general counsel. - 
Vice president, freight traffic._.._... 
General solicitor............-.......- 
Assistant vice president, operation 
and maintenance. 
CE itis se cbn swine. ss 
Secretary and treasurer... 
General manager-.-_-------- 
Executive assistant - ---~-.- 
General purchasing agent - - - 
Director of — relations. 
JUNIE SIE iss cg ce cee e one 
Director of personnel...........--.-. 
Assistant secretary and assistant 
treasurer. 
Assistant comptroller. ...........-... 
POO sls Biniskike ccsdee 
General a aa 
General counsel. -.._....... 
Chief mechanical officer... 
General auditor. _......... 
General manager-.--_-_.-.- 
Secretary-treasurer__..............-- 
Assistant secretary and assistant 
treasurer. 









a, ee a eee 

Vice president, operation...........- 

Vice president, sales and service... _- 

Executive assistant treasurer and 
clerk. 

Assistant vice president, sales and 
service. 

bo EE ee 

Secretary and treasurer_............- 


Ee 
PNR Se deeb sb cdddirconws recurved 
Vice president, operation... -.......-- 
Vice president and general counse) - - - 
Vice president and comptroller-.-.._- 
Chairman of board. ...............-- 
Vice president, executive depart- 
ment. 
Vice president, personnel._-._......- 
Vice president, traffic.............-- 
Vice president, purchases and stores - 
Assistant vice president, operation-_- 
Vice president and executive general 
agent. 

CPGROTAl ROMERO... conn cnwsncenocees 
CE GE ek dicgieascscccenec. 
Ee eee 
Vice president and general manager -- 
IE NN cnvatdlt cedsdenistat 
OE ER oni candnestimnsnnniansn 
I cin ctubeuiteenancmemas 


1%8 Represents fees for attendance at meetings of board of directors and committees. 
138 Lessees, Ironton RR. is ieee & proportion of salary. 


140 Other general officers carr’ 


on payroll of St. Louis-San Francisco Ry. Co, 








Salary per Other 
annum as of | compen- 
close of year sation 
st. I 
#10, - anneennneeee 
4] eam ne 
78,000 |" ~~ 138 §4; 860 _ 
41, 092 4 
139 40, 684 450 
30, 896 450 
30, 054 50 - 
8 ee 
139 28, 761 500 
Sou 
Sot 
I 
fr 
Cc 
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TaBLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and class I switching and terminal 1 companies)—Continued 


Name of company 


_—— 


St. Paul Union Depot Co. (S. & T. Co.).| 


Sacramento Northern Ry,'46 


Savannah & Atlantic Ry. Co 


Seaboard Air Line RR. Co 


South Buffalo Ry. 


Southern Pacific Co., 
leased lines. 


including 


Oo. (8. & T. Co.)...<) 


its | 


| Salary per 
| annum as of 
close of year 


Other 
compen- 
sation 


Title of position 


| 


| 
141 $8, 100 | 
M42 7, 530 | 
43 4,080 | 


Vice president and general manager - 
Secretary-comptroller_ 
Assistant auditor and 
treasurer. 
Chief engineer : _ 144 3, 672 
President- | 145 2,400 | 
| President and ge neral man¢ ige r 15, 780 
| Secretary 6, 696 | 
| President. 20, 000 
Traffe manager i =~ 11,112 
Superintendent of motive pow 10, 632 
Superintendent 10, 632 
Auditor__ 9, 660 
President 73, 500 
i 43, 050 
39, 375 


assistant j 


| Chairms an of board ( (retired) Sa 
| Vice president -- 33, 705 
29, 820 

820 
29, 820 | 


, 200 


ic omptroller 
Assistant general counsel 
| General solicitor 
General counsel 
| Assistant to president 
General purchasing agent 
| Chief engineer 
| Chief mechanical officer 
| Assistant vice president 


do 
Chairman, executive committee 
President - 
| Vice president... 
eeiasse< 
.do_. 
Secretary-treasurer 
| Auditor. 
President 
| Vice president, system operation -- 
| Vice president and general counsel _ - 
| Viee president 
Vice president, 
traffic. 
Vice president, system 
traffic, public relations 
Vice president - 
Vice president and general auditor 
Vice president and treasurer 
General solicitor. 
President (retired) 
General manager 
Assistant to president 
-do_. 
.do_. 
Secretary - 
General attorney. 
General purchs asing agent, system 
General traffic manager 
Assistant general auditor_- 
Manager, personnel __. 
General attorney 
.do_. 
| -do. rns 
ic hief engineer. 


161 6, 810 
151 6, 325 
151 §, 325. 





system freight 


passenger 


141 Also received salary from Minnesota Transfer Ry. Co., 
Co., 
143 Also received salary from Minnesota Transfer Ry. Co., 
144 Also received salary from Minnesota Transfer Ry. Co., 
145 Also received salary from Chicago, Rock Island & Pacific RR. Co., 


142 Also received salary from Minnesota Transfer Ry. 


making a total salary of $16,200. 

making a total salary of $13,740. 

making a total salary of $8,160. 

making a total salary of $9,180. 

making a total salary of $67,400. 


146 Other officials carried on payroll of The Western Pacific RR. Co 


47 Includes $375 from Tavares & Gulf RR. Co.; 


$375 from Macon, 


Dublin & Savannah RR. Co.; $40 


from Tampa Union Station Co.; and $40 from Georgia, Florida & Alabama RR. Co., as director’s fees. 
148 Represents compensation as secretary and treasurer of Wilmington Ry. Bridge Co. 
49 Director’s fee from Georgia, Florida & Alabama RR. Co. 


1589 Common officers of and salary paid by: 
Co.; Cornwall RR. Co.; Fore River RR. Corp.; 


Cambria & Indiana RR. Co.; Conemaugh & Black Lick RR. 
Patapseco & Back Rivers RR. Co.; Philadelphia, Bethle- 


hem & New England RR. Co.; South Buffalo Ry. Co.; Steelton & Highspire RR. Co. 


181 Bonus. 
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TaBLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail. 
roads and class I switching and terminal companies )—Continued 





Name of company 


Southern Pacific Co., including its 


leased lines 


Southern Ry. Co.—System: 
Alabama Great Southern RR: Co-- 


Carolina & renee Ry. Co. 

Cincinnati, New Orleans & Texas 
Pacific Ry. Co. 

— Southern & Florida Ry. 

New Orleans & Northeastern RR. 


Co. 
Southern Ry. Co. 


Spokane International RR. Co________. 


Spstene Portland & Seattle Ry. Co. 
d affiliated companies. 


Staten Island Rapid Transit Ry. Co.1%__ 


Tennessee Central Ry. Oo-.-.........-.- 


bb ies as RR. peeraetation of St. Louis 


Title of position 


General superintendent, motive 


Assistant to president, assistant 
secretary. 

sao general manager-_-..._.._._. 

“Kssistant vice president, system pas-— 
ol er traffic, public relations. 


View nn i 
Vice president and general counsel. - 
Advisory counsel.................... 
1 tetas wet ascomd cece 
IN ne ccscasececcécs 
a cin mee uies 


i nine cc naapatanacaieussebee 


Te cen 
Assistant to president_...........-.. 
General manager, Eastern Lines - -_- 
General manager, Central Lines... - 
General manager, Western Lines___- 
CI i Sonannacesssecses 
Ao vice president............- 


Assistant vice president_..-........- 
EN ES EEE 
General passenger traffic manager--- 
Vice “anseona pubirescubaiered saoue 
Assistant vice president............- 
General attorney................-... 
I Nikandetitthhdeenaenaswuse 
General freight traffic manager-.---.. 
— vice president............. 


Vice president and auditor.......... 
Superintendent and chief engineer... 
, SR ae 
Secretary and treasurer. -.-......--- 
Pe in clitewnickn cscs nccecsnce 
Te 
nti nt nadnakenaennans 
Secretary and chief engineer... ..._.- 
py ee ee ciad 


sO 
Vice president and treasurer..---.--- 
Vice president and traffic manager- - 
Chairman of board.................. 
SOON GU iit kdn dencnenne swans 
iid dain hbke ttiawas cones 
Vice president and general counsel. - 
Vice president and general manager. 
Secretary and auditor.............-- 
NN ihn pe icacientinadne 


183 Includes $18,000 as general attorney for Pacific Electric Ry. 
183 Director’s fees. 
14 Includes $90 director’s fee received from Cincinnati Union Terminal Co. 

188 Includes $550 director’s fee received from Cincinnati Union Terminal Co. 
1% See Baltimore & Ohio RR. Co. 


Salary per 


annum as of 


close of year 


$22, 800 


getene 


$33! eyes 


REFFSSSSSSSV 


B3s 


o 


ee oh SSERBBBBBB 
SRESSSSSSSSSESSSSSSSSSESSSSSSSSSSE 


wns 
gas%3 


— 


— oo 
=r 


- 


a8 


9, 600 


Other 
compen- 
sation 
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TABLE C.—Compensation of officers, directors, etc., 1956 (class I line-haul rail- 
roads and class I switching and terminal companies)—Continued 




















| 9 
| Salary per Other 
Name of company Title of position annum as of | compen- 
| close of year sation 
| $$ | ae 
Texas & New Orleans RR. Co.--. | Executive vice president...._.-___- | $50, 000 |. _. 
Gencral counsel, Texas Lines_--- ._--! 37, 080 157 $36, 305 
General counsel, Texas & Louisiana | 30, Geecanhe 
| Lines | 
Vice president-_.. ol 21 wee shan duges- 
General manager. - al 26, 220 |- eke 
Freight traffic manager- il SP Pauicécccace 
| General counsel, Texas “RR. Asso- 23, 000 sass 
ciation. 
Manager, personnel - 22, 080 aL 
Texas & Pacific Ry. Co-...--.- President_. Saacehl 63, 000 610 
Vice president, oper ration. sail 28, 875 25 
Vice president, traific_-_- | SE aia trea 
| Vice president and general counsel _- -| 8, ) eee 
| Vice president.__.- an) 26, 250 | 20 
Assistant vice president, operation. ; 20, 790 |-. ages 
Texas Mexican Ry. Co- ._........------ President and traffic manager. ------ | 16, 500 100 
| Vice president and general manager - | 14, 000 100 
Auditor and secretary............... | MEGOD tose cciecien 
CITES CORI aki nti ciecdonncciuns | DO tiie 
DS. a citct NER catenin meine SED Ticcncthdaeeeieid 
Texas Pacific- Missouri Pacific Terminal | Manager_____._..._--..-----.-----.- ee ee 
RR. of New Orleans (8.&T.Co.). | 
Toledo, Peoria & Western RR. Co_-_._-- ORION... RS Sn oe eee | 50, 000 138 §, 000 
| Vice president, sales and serv ice__.__| 13, 000 188 §41 
| Chief engineer and mechanical | 12, 000 158 619 
| Officer. | 
Vice president, controller-secretary - - | 11, 000 188 637 
Assistant to president and treasurer-| 9, 600 158 600 
Union Pacific RR. Co., including its | President_...............-..--.----. | 137, 500 189 1, 955 
leased lines. Chairman, executive committee_____ 75, 000 159 8, 570 
Vice president-controller__.........- 49, 000 189 10, 310 
| WEOG PRCRNNNNS Oc. ...2. 5.005260 es- | 49, 000 159 20 
ee Be en a EE | TRG fn owsesensene 
Vice president, oil development-_-___- | 49, 000 159 195 
Bo PO Se eae ee SRG Lvacaeswainine 
| Vice president, operation.........--.| 49, 000 168 410 
| Vice president, traffic..........-_--- 49, 000 159 10 
Vice president and western general | 45, 000 189 100 
counsel. 
Vice president and eastern general 45, 000 189 3, 740 
} counsel. | 
Vice president and general auditor- -__| 40, 000 159 120 
General manager, Eastern District 32, nd seal 
| General manager, Northwestern | 30, 500 159 60 
| District. 
Someta ss 6 Se ckscesy 29, 000 159 1, 580 
| POIGR S25 SG). eckitacmmnnuninw | 29, 000 150 485 
General manager, South Central 29, 000 159 10 
| District. 
| Assistant to president and assistant 28, 500 159 90 
secretary. 
Assistant controller __............... 27, 500 59 485 
| Assistant vice president, oil develop- | TEGO Ven ccctutcese 
ment. 
General claims agent_...........-..- 27, 200 |..- — 
General superintendent, motive TM onvésdutces 
| _ power and machinery. 
General purchasing agent - -- -------- BMG nce 
General freight traffic manager - ---- | SER inte. a 
| General passenger traffic manager - --| TH ieee 
| Chairman board of directors.....--..} 25, 000 160 7, 050 
| General manager of ee fiat 24, 300 100 45 
| General solicitor..... -- - ‘ 23, 900 160 20 
onan Bi sictsedsadin : wal 23, 900 10 10 
\ < arcllcnte 5 23, 900 160 70 
Te cai alates te toaions aeee ae 23, 900 180 70 
| cw sallldiiemsixames lee Scnba coud cemaala 23, 900 160 225 
Assistant western general counsel __- 23, 800 |-- ee 
Freight traffic manager--...--.--.-----| SEB hi ssks ssa. 
|-----GO.-2n2--e- Segiene rede tits baladl 92, 900 |............ 
|-----d0.....-------------------------- | 21, 000 |-...-.--..-- 
Assistant western general counsel - = TRG Veaotsccsaes. 
eet Oi cadints eat teaieodaseeutcee MO bs. Lacsiasad- 


Tos ae fees for extraordinary legal services not comprehended within assignment of general counse! 
‘exas Lines 

488 Additional compensation authorized by board of directors. 

18 Director’s fees. 

18 Director’s fees. 


¥ 
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TABLE C.—Compensation of officers, directors, etc., 1956 (class I line-hautl rail- 
roads and class I switching and terminal companies )—Continued 





Salary per Other 
Name of company Title of position annum as of | compen- 
close of year sation 





Union Pacific RR. Co., including | Field manager, development. .---.----- 691,000.40... c..0k 


its leased lines. PS ee. lo ccne cnc c occas 20, RY) 
ia Se EERE J oncqeneesunen 20, 100 160 250 
Union RR. Co. (Pennsylvania) (8. &j| President...-....-...-.-..---------- 161 37, 500 60 
T. Co.). Vice president and general manager-- 35, 000 40 
General superintendent - ..-.--.--.-- et. i Se 
Secretary and treasurer -.....-..---.-- 163 10, 000 20 
Comptroller__...----- eereudneaa ene 164 8, 500 50 
TN MOE ccictencecccannusecgun OE ee 54, 000 165 2,740 
Chairmen of board-.----...-----.---- 50, 000 166 2, 840 
Vice president and chairmen of 24, 000 187 2, 500 
executive committee. 
Vice president and general manager. - SS eee 
peerer sober. c.2.-.-............ 20, 618 168 640 
ers en ee enced ead > Sle oa se ki ene s ou 75, 840 170 3, 500 
Vice president and general manager- SB GED 1.0---. ccna 
Vice president, traffic. ............-- SGD faces ~ncueie 
Seeepen GUNNIOEL Coo) 20s... yo ee 
Vice president, secretary, and 20, 544 170 3, 125 
treasurer. 
General superintendent, motive Di TP linens ce 
wer. 
: CT Nore cio ecing wnninthainnkad Se OPH asc 25 
Washington Terminal] Co.!7! (S. & T. | Mamager___..-.--..-.----.---------- OR B78 dist - no cauell 
Co.) General counsel-_........-..--------- BOGE becce<ncanaee 
en keen oe ec ccd oo ae 
Western Maryland Ry. Co-..-.--.....- PRG UABUER Sods dé cecncecess 65, 000 1, 500 
ESS. ee ee 42, 500 1, 400 
Vice president and general counsel... 35, 000 1, 500 
Vice president, traffic. ..........-... A Se 
Vice president, operations._---_----_- WC -tads sscasiss 
President and chairman of board |___.-....--..- 25, 000 
(retired). 
aa Ye 
Western Pacific RR. Co........---.---- | CG re . 7 =e 
Vice president and general manager - O0 Te Incsesccencue 
Vice president, traffic. .......-.--.-- of |) = 
Vice president and general counsel. . SE Biko cc scsecalel 
Vice president and comptroller-_--_- SG towcevcecndil 
Western Ry. of Alabama !7?_.........._- President-general manager ____._-._- 26, 174 319 
General superintendent - --__...-...-- So } a 
Freight traffic mamager-_...........-- Se Tee, beoescacabeen 
Director of personnel.._-___.....----- De Eicacccactaus 
ST I ei dwn cnacsccncon Ei; GEE Ecaconcucceen 
Wisconsin Central RR. Co...-..-.-.-.-- Rs aaa sca secécasccnns Gee Nocéensccaeee 
Secretary and treasurer.........-..-- if ere 
We siete 55-5005 -505502- ait | sae 
Comes Omen. 65.5... .oe A Te bonncccuecuul 
Assistant secretary and assistant TEGO bowencuccccan 
treasurer. 


160 Director’s fees. 

161 Also received salary from Bessemer & Lake Erie RR. Co., making total salary of $75,000. 

162 Also received salary from Youngstown & Northern RR. Co., making total salary of $21,500. 

163 Also received salary from Bessember & Lake Erie RR. Co., making total salary of $20,000. 

164 Also received salary from Bessemer & Lake Erie RR. Co.; Lake Terminal RR. Co.; Newburgh & 
South Shore Ry. Co.; McKeesport Connecting RR. Co.; Donora ‘Southern RR. Co.; Northampton & Bath 
RR. Co.; and fannibal Connecting RR. Co., making total salary of $27,000. 

165 Includes director’s fee of $300 from Loup ‘Creek Co., and $40 from Norfolk Terminal ee 

166 Includes director’s fee of $300 from Loup Creek Co.; $100 from Norfolk & Portsmouth Belt Line RR, 
and $40 from Norfolk Terminal Ry. Co. 

167 Includes director’s fee of $300 from Loup Creek Co. 

168 Includes director’s fee of $40 from Norfolk Terminal Ry. Co., and $600 salary from Loup Creek Co. 
aR. oa paid by Wabash RR. Co.; Ann Arbor RR. Co.; and New Jersey, Indiana & Lllinois 

. Co. 


170 Director’s fees. 

171 Other officers served without compensation. 

172 All positions joint with respondent, Atlanta & West Point RR. and Georgia RR. 

173 Also received salary from Duluth, 8S. Shore & Atlantic RR. Co., making total salary of $35,000. 
1% Also received salary from Duluth, 8. Shore & Atlantic RR. Co., making total salary of $40,500. 
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(A communication subsequently received, and previously referred 
to, is as follows:) 


RAILWAY LABsorR EXECUTIVES’ ASSOCIATION 


SUGGESTED MODIFICATION OF INTERSTATE COMMERCE COMMISSION ACCOUNTING 
PROCEDURE 


Measurement of the results of operation of passenger trains by American 
railroads is a complex problem, and should be approached from the stand- 
point of the various purposes of such measurement. Among others, these pur- 
poses include the fixing of passenger fares and mail and express rates, decision 
on proposals to curtail or abandon passenger train service on a single line or an 
entire railroad, and determination of public policy with respect to the relation- 
ship between passenger train service and all other types of transportation of 
passengers, mail, and freight. Interstate Commerce Commission techniques of 
cost accounting should be adapted to these and related purposes of local, State, 
and National governments and of the industry itself. 

Railroad cost accounting must deal with expenses and costs that may be 
roughly classified into these five general types: 

1. Costs directly and solely related to a specific service, and which fluctuate 
directly with changes in the volume of such service. An example of this type 
of cost would be the wages paid enginemen and trainmen in freight service. 

2. Costs directly and solely related to one specific service, but which will 
not vary with minor fluctuations in the volume of the service. The wages of 
ticket agents and other passenger station personnel, for example, would not 
decline proportionately with partial curtailment of passenger service. 

3. Joint costs relating to more than one kind of service, and subject to sub- 
stantial variations with changes in volume of service. This applies not only to 
costs that are joint as between freight and passenger train service, but also to 
the several subsections of those services. Most passenger train costs are joint 
between mail, express, and passenger service. An example of this type of cost 
would be the wages of mechanics maintaining locomotives used alternately in 
passenger and freight train service. 

4. Joint costs which vary little, if any, with changes in the volume of traffic. 
Maintenance of tracks, roadway, and signal systems illustrates this type of costs. 

5. Overhead costs which will not be affected in any degree by changes in the 
volume of operations. Salaries of general officers, maintenance of buildings 
and other fixed properties, and taxes on railroad property would come within 
this type of cost. 

Under current Interstate Commerce Commission accounting practice, each 
service is charged with its own direct variable costs, and a proportion of all 
indirect, overhead, and fixed costs. Whatever usefulness the allocation of these 
latter costs may have from the standpoint of railroad management, it is not an 
appropriate technique for use in determining national transportation policy, or 
for other public purposes. Passenger train service, though vital throughout 
the Nation, has become a service which for accounting purposes should be 
analogized to a byproduct of the tremendously greater freight transportation 
service. The principles of byproduct accounting can be adapted and applied 
to passenger train service without too great difficulty. The Commission formula 
for determination of passenger train costs should include only such items as 
are genuine out-of-pocket expense. No indirect or overhead expenses, excepting 
those exclusively applicable to passenger train service, should be included in 
passenger train costs. 

These costs should be so compiled and reported, to and by the Commission, 
as to permit use of the relevant parts in considering any proposed curtailment 
or abandonment of passenger train service. For such proceedings, only the 
direct costs which would be avoided by service reduction should be considered. 
The Commission should segregate such costs, and report a direct train operating 
eost for each class of service for each carrier. Very little, if any, added 
information would be required from the carriers. Only a change in compilation 
and reporting by the Commission would be necessary to provide a statement 
of the direct (variable) cost of operation and maintenance per passenger train 
car, car-mile, locomotive-mile, and train-mile, for each road. These unit costs 
would not be precisely applicable to any proposed reduction in service, but 
they would provide State commissions and others a cost figure and a method of 
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proceeding that would be of great assistance in dealing with individuay 
situations. 

A fundamental objective of the cost-accounting methods of the Commission 
should be a determination of the cost of maintaining at least the minimum 
of passenger train service to every community now served. Population and 
industries in the United States are largely distributed according to the avail- 
ability of rail transportation. Continued availability of such transportation, 
and specifically of passenger transportation, is more important that may appear 
as attention is focused upon some particular train which a carrier desires to 
discontinue. Standby transportation facilities are understood to be necessary 
for great national emergencies, such as war or threat of war. But local 
emergencies have found rail services indispensable over and over again; 
floods, for example, forest fires, earthquakes, and the extremes of weather that 
very frequently make air and highway transportation impossible. No com- 
munity now served by rail passenger facilities should be left without that 
service. Seasonal fluctuations in travel may be so great that facilities neces- 
sary at one season may be little utilized in another, and the yearly revennes 
may not seem to justify maintenance and even skeleton service. 

This principle of the maintenance of minimum facilities and service should 
apply to mail as well as passenger calculations. The fact that mail demands 
fluctuate widely, and that no rail space at all may be required on some days 
of the week, or at some season of the year, does not change the fact that 
facilities intermittently necessary must be maintained even while little used. 
Whatever are the other features of the cost-accounting processes adopted by 
the Commission, they should include the assumption that maintenance of mini- 
mum passenger service and facilities on every rail line now in operation is a 
proper charge against the industry, and through the industry, upon the Nation. 


The determination of the cost, which might well be computed periodically for 


all marginal passenger service operations, is a matter for the Interstate Com- 
merce Commission. The problem of how that part of the total cost is to be 
met, whether through directly applicable passenger fares and mail rates, 
through general passenger, mail and express revenues, through total rail (in- 
cluding freight) revenues, or in some other fashion, is a matter of regulatory 
and other public policy. 


PRIVATE TRUCK COUNCIL OF AMERICA, INC., 
Washington, D.C., April 7, 1958. 


Hon. Grorce A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, 
Senate Interstate and Foreign Commerce Committee. 
Washington, D. C. 

Dear SENATOR SMATHERS: We will greatly appreciate your making a part 
of the record of the hearings on “The Deteriorating Railroad Situation” the 
attached statement by Frazor T. Edmondson, vice-president and counsel of 
Campbell Taggart Associated Bakeries, Inc., Dallas, Tex., and chairman of the 
legislative committee of the Private Truck Council of America, Inc. 

We regret that we were unable to present this statement during the just 
concluded hearings but certain comments made during the course of the hear- 
ings caused us to feel that a survey of our members should be made, par- 
ticularly as to whether the 3 percent freight transportation tax is the main 
reason they operate their own truck to pick up their raw materials and to 
distribute their products. Our survey reveals that this tax has caused very 
few to enter private motor carriage. 

I particularly call your attention to pages 3-10 of the statement which reveal 
(1) the attitude of our members toward the 3 percent transportation tax and 
(2) why they operate their own trucks. 

The remainder of the statement explains why we are still opposed to (1) any 
change in the present definition of “private carrier’ in the Interstate Commerce 
Act and (2) pending proposals to require “private carriers” to register with the 
Interstate Commerce Commission so they may be served with copies of its 
Motor Carrier Safety Regulations. 

Please feel free to call on us whenever we can be of any service or assistance 
to you. 

Respectfully submitted, 


JAMES D. MANN, Managing Director. 
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STATEMENT OF FrRAzon T. EpMONDSON, CHAIRMAN, LEGISLATIVE COMMITTEE, 
PRIVATE TRUCK CoUNCIL OF AMERICA, INC. 


My name is Frazor T. Edmondson, of Dallas, Tex., vice-president and counsel 
of Campbell Taggart Associated Bakeries, Inc., and I submit this statement 
as chairman of the legislative committee of the Private Truck Council of 
America, Inc. 

The council is an organization conposed of members from many different 
jndustries, all of which operate trucks and other motor vehicles as an incident 
to the conduct of their regular business. As the name indicates, none of our 
members in the transportation business as such. They are all private truck 
operators, transporting goods to their own customers, or to their own plants 
and other business establishments in vehicles owned or leased by themselves. 
In short, they are “private carriers of property by motor vehicle” as that term 
is set forth and defined in section 203 (a) (17) of part II of the Interstate 
Commerce Act and as it has now been judicially interpreted in the Schenley- 
Lenoir and Brooks Transportation cases (938 Fed. Supp. 517, affirmed by the 
Supreme Court of the United States February 26, 1951, 340 U.S. 925). 

Thus, private truck operators are private carriers by statutory definition 
only. Who are private carriers? They are all American businesses who merely 
operates trucks as an incident to their primary business, other than that of 
transportation. Therefore, any attack on private carriers is an attack on 
American business. 

THE 3 PERCENT TRANSPORTATION TAX 


This subcommittee has been told by spokesmen for for-hire carriers, both 
rail and motor, that the 3 percent transportation tax has been a major reason 
for private motor carriage. The council does not agree with these statements. 
This does not mean that the council is not interested in a strong for-hire carrier 
transportation system, as most private truck operators are also shippers by for- 
hire carriers. 

We do not believe the 3 percent transportation tax should be used as a basis 
to attack private truck operations. There is no important relationship between 
that tax and the decision to operate private trucks or not to operae them. 

In an effort to place the effect of the 3 percent freight tax in the proper 
perspective, the council recently sent out a questionnaire to about 850 members 
asking, among other things, whether this tax plays an important part in their 
company policy relative to the use of company operated vehicles. To date, 222 
replies have been received, representing 40,285 vehicles. Of this number, 201 
operating 39,974 trucks said that the transportation tax does not play an 
important part in their company policy relative to the use of company operated 
vehicles. Only 17 companies operating 311 trucks said that the transportation 
tax does play an important part in their company policy relative to the use of 
company operated vehicles. Four did not answer this question. 

Further investigation reveals that although the 3 percent transportation tax 
may play an important part in the company policies of that small minority, it 
is not the prime factor why they operate their own trucks. 

Just why does American business operate its own trucks? Council members 
gave the following reasons in this order: Service; convenience; specialized 
equipment ; customer contact ; and reduced cost of transportation. 

Council members were operating their own trucks before there was a trans- 
portation tax and will continue to operate their own trucks if the transportation 
tax is repealed. 

Our questionnaire contained space for members to make any comments they 
desired. The following are typical of (1) their attitude toward the 3 percent 
tax and (2) why they operate their own trucks: 

“The transportation tax has absolutely no bearing on the use of company 
owned equipment” (compressed gases and industrial). 

“The Federal transportation tax in no way influenced our decision to use 
private carriage. Our main consideration was and is service to our customers 
and convenience of loading at our plants. The tax savings could not possibly 
compensate for the administrative cost of private carriage” (asphalt roofing 
materials manufacturers). 

“The service we render our customers far exceeds any specific time de- 
liveries, miscellaneous odd shipment deliveries, maintaining saleable appearance 
of merchandise and customer relationship than any common carrier or rail 
service has ever offered” (fruit canner). 
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“Although the tax saving is something that reduces expenses by 3 percent 
when compared with contract or common carrier rates, in and of itself, it is 
obviously too small a saving to influence the choosing of a transportation system, 
I think of all the advantages of private operation that this is the most maligned 
and the least important” (steel warehouse and distributor). 

“The volume of goods to be moved and direction is often a controlling factor, 
in that there needs to be sufficient volume to provide round-trip loads, and 
empty mileage kept to a minimum under ownership or under bona fide leasing, 
through the 3 percent tax would still not be a factor in decision to operate own 
equipment. Also, when a company chooses to control its own truck operations 
and then selects leasing, the rate very often will include a State, county or city 
‘use tax’ and/or ‘sales tax’ which certainly offsets the 3 percent transportation 
tax that is alleged to have been ‘saved’ ” (truck leasing company). 

“With present service and rates it would be virtually impossible for us to 
compete in our industry without shipping our goods in our own trucks” (feed and 
flour milling). 

“Our drivers are courteous and often do sales work or report important infor- 
mation. We can give our customers much better service. We would continue 
operating our own trucks if we had to pay 10 percent tax’”’ (Furniture company), 

“One-third of our trucks are tankers. We have operated our own trucks since 
1926 or before the 3 percent tax was effective’ (condensed milk company). 

“We will support the repeal of the 3 percent transportation tax for all com- 
merical carriers, both rail and trucks. We deny most emphatically that the 
3 percent transportation tax has anything to do with the use of our own trucks 
over any other method of transportation” (vitrified clay products manufac- 
turer). 

“Our customers are very demanding on service, due to highly competitive 
market, we could not use rail delivery as their delivery time is over double the 
time delivery with our own trucks. Our product by rail is higher than the cost 
of delivery by truck plus the empty return mileage. Our product carries double 
the Class A rate by rail’ (explosives manufacturer). 

“Our plans are to purchase another truck, to increase our out-going shipments. 
The reason for this is to cut our freight cost even further. The cost freight has 
better than doubled in the past five years with no improvement in service from 
carriers” (candy and gum manufacturer). 

“Tf the rails do not get competitive a larger percentage of our traffic will move 
by truck or water transportation” (brick and tile manufacturer). 

“The 3 percent tax has had no bearing on our fleet operation as we have 
operated our own trucks for the past 40 years, having had seven trucks in 
1918” (manufacturer of brass products). 

“The 3 percent transportation tax had absolutely nothing to do with our 
decision to buy four trucks” (wool top manufacturer). 

“It is ridiculous to believe we would put up with all of the headaches of a 
private carrier to save 3 percent transportation tax. We would gladly get out 
of our trucking department if the common carriers could give us the service 
and could meet our present cost of distribution’ (canners of foods for humans 
and pets). 

“It is my opinion that the 3 percent tax in itself would not provide the incen- 
tive to change from common carrier to private truck transportation, however, 
if 3 percent can be saved through reduced operating costs plus 3 percent tax, 
we have a potential of 6 percent which would be an incentive” (brewer). 

“We are strongly supporting repeal of the 3 percent transportation tax, on 
property and the 10 percent transportation tax on passenger travel. The effects 
of this tax on our private truck operations are incidental in comparison with the 
tremendous burden it places on our costs of transportation via for-hire carriers” 
(manufacturer of bedding items). 

“The 3 percent tax is a factor only to the extent of its influence on distribution 
costs. Doubt that any firm would operate trucks for 3 percent” (marketers of 
liquefied petroleum gas). 

“The railroads do not furnish complete transportation from stockpile to build- 
ing site, as a motortruck does. It costs fully half as much to load merchandise 
on car and haul from car to job site as the cost of the entire truck transportation” 
(manufacturer of brick and tile). 

“The 3 percent tax is nothing but a smoke screen. It never influenced 
our company and I venture to say 98 percent of others, in deciding on private 
earriage. Private carriage is induced by extremely high rates, service, customer 
contract, and specialized equipment” (manufacturer of wool insulation). 
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“It is necessary to have our own trucks, as rail or for-hire motor carriers 
could not give service necessary. We deliver and sell at the same time” 
(bakery). 

“Our type of merchandise is light and bulky which carriers are not in favor 
of handling. Also we ship mostly LCL or LTL, which railroads are elim- 
inating pickup of. Handling of our merchandise is more efficient by our own 
operated trucks such as direct loading and delivery to dealers docks, reducing 
handling and cause for damages” (furniture manufacturer). 

“T cannot believe that any private carrier operates trucks with the 3 per- 
cent transportation tax as a major factor in his decision to use said trucks 
in lieu of for-hire carriers” (manufacturer of electrical equipment). 

“We offer a pickup and delivery service to our customers on a regularly 
scheduled basis. We cannot depend on common carriers since all of this equip- 
ment would require crating. Our drivers also act as salesmen. We would 
certainly consider a common carrier if any one is interested in supplying 
the type of service our business requires” (electrical repairs for industrial 
equipment). 

“Our trucks generally deliver only within a radius of 100 miles. The 
main reasons for operating our own trucks first is to give service. We buy 
brass turnings from our rod customers which is of an oily nature and common 
earriers hesitate to handle same” (brass products manufacturer). 

“The primary and main reason for our moving our product by our own 
trucks is service to our customers. Most of our operation is between our 
mill and our paper box factory. We make the paperboard today and it is in 
our plant at 7 o’clock the next morning” (manufacturer of paperboard). 

“We are positively and unqualifiedly opposed to continuing the 3 percent 
transportation tax—it was adopted as a war measure and should be dis- 
continued. It is not a reason for operating our own trucks as we began that 
many years before the transportation tax” (manufacturer and distributor of 
clay products). 

“The arguments advanced by the for-hire carriers has no merit whatever. 
The 3 percent tax played no part in our decision in changing from for-hire 
earrier to our own trucks, and I am quite sure this is the case with all other 
private carriers” (meat packing). 

“Our business is manufacturing, and trucking is one of the necessary evils. 
We would be happy to discontinue trucks if the rails and commercial truckers 
eould give us the service our customers demand and also at a rate that would 
keep us competitive. Present rates are prohibitive. Rail and commercial 
truckers only make back-door delivery or LCL shipments—our customers 
expect delivery in warehouse or store’ (manufacturer of wheat flour and 
feed). 

“The application of Federal transportation tax to for-hire carriers has never 
been considered in any way in our decision to utilize private motor vehicles. 
If savings were the only reason for us to operate our own fleet—3 percent of the 
total transportation cost would not be sufficient to ever consider using our 
own trucks” (manufacturer of canned and preserved foods). 

“The principal reason we operate trucks is to meet competition. We have 
been making out of town deliveries by our trucks since 1931—long before 
3 percent tax and we started operating to meet competition” (steel wholesaler 
and fabricator). 

“Four trucks used in over-the-road transportation. All other trucks (panel, 
pickups, bobtail, flat bed, and tractor and trailer) used in making deliveries 
to our customers. All our equipment, with exception of four units, supple- 
ment common carrier service, or perform service that common carriers do not 
hold themselves out to perform’ (warehouses and wholesales retail building 
materials). 

A large milk company states it “does not operate more than 25 to 30 
trucks in true over-the-road services which might be accomplished by common 
earriers—even that is incidental to performance of other services which we 
were unable to purchase” (dairy products). 

“We have had our own trucks in operation for 30 years. We know we can 
make our distribution and deliveries to our stores more economical than for- 
hire trucks and maintain better service” (chain food stores and supermarkets). 

“Our requirements call for specialized equipment and in many locations com- 
mon or contract services are not adequate or available, therefore the 3 per- 
cent transportation tax is not a factor” (petroleum company). 
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“The 3 percent transportation tax does not have anything to do with our 
reasons for operating private trucks. They are a necessity to our business 
that could not be adequately replaced by any other form of carrier” (dairy 
products). 

“We have formed a subsidiary to handle all of our city cartage and intra- 
state deliveries. This company now owns 15 trucks on which the transportation 
tax is paid. If the tax were as important as the common carriers make out 
we would not have gone to the trouble of making ourselves pay the tax” (box 
manufacturer). 

“The consideration of the 3 percent Federal tax actually plays a very in- 
finitesimal part in our analysis of freight charges and statements made by 
rail and truck common carriers are ridiculous. Service, expensive packing costs, 
slow claim payments, ever increasing rates and refusal of some common truck 
carriers to accept shipments, slow service via LCL rail shipments and ex- 
cessive damage via rail into the official territory only are some of the reasons 
we operate our own trucks and the elimination of the 3 percent Federal tax 
would not cause us to turn to common cartage and shipments” (furniture manu- 
facturer). 

“It is ridiculous to assume that any business will enter a private carrier 
field on the basis of a 3 percent tax which can be repealed or removed at any 
time. The initial investment would certainly represent too much of a gamble 
for the small return represented by a 3 percent tax” (mail order company). 

“Private trucks are used for most part because carrier costs are too high, 
Tax does increase carrier cost but it is not fact to extent claimed. Without 
tax, would still move same amount by private equipment because rates too high, 
Rails’ problem is featherbedding and loss of traffic from increased rates” 
(brewing company). 

“The 3 percent transportation tax is not a factor in our trucking. The 
principal factors of private truckiug are (@) greater flexibility in servicing 
customers, (0) less need for warehousing as deliveries are made direct from 
machine to our trucks, (c) greater control of stocks, (d) special equipment 
more suitable to customer deliveries, and (e) better service” (manufacturer 
of roofing). 

“The 3 percent tax is not figured by us at all in evaluating our cost versus 
eost via common carrier” (automotive supplies—wholesale and retail—and 
general merchandise). 

“At a 3 percent rate, the transportation tax has absolutely no bearing upon 
our decision to run our own trucks. At a higher rate—say 10, 15, 20 percent— 
it might have quite a bit of bearing upon our decision. Any private operator 
who carefully analyzes his own costs of running trucks and runs them on a 
schedule basis into territories where he can consistently make volume de- 
liveries, will find that his cost of delivery by his own trucks will be somewhere 
between 65 and 80 percent of the cost of delivery by common carriers at existing 
rates. On this basis alone, the 3 percent tax washes out completely as an 
important consideration. The primary considerations to a private operator 
are service and customer contact. We have found that our truckdriver is a 
good partner for our salesman, when both of them schedule and coordinate 
their trips to the customer’s place of business. The customer appreciates the 
fact that he can count on both the salesman and the driver calling on regular 
scheduled days of the week. He further appreciates the courtesy of the driver 
and the continued personal contact. This is by way of contrast with the 
majority of common carrier shipments” (paper products distributor). 

“Distribution of products by truck is largely to points not reached by rail 
transportation, which require truck delivery. In many instances these places of 
delivery are not on the route of regular common carriers by motor vehicle, but 
are the locations of the construction of new roads, bridges or other structures 
which require delivery of the steel to the location of the construction as the con- 
struction progresses” (manufacturer of steel and fabricator). 

“We are primarily LTL shippers and our city does not have many truck 
terminals. The carriers will not send trucks in here for the small pick-ups and 
they have to be handied through several transfers. This increases damage 
liability and even delays deliveries. L/TL by rails has been proven very unsatis- 
factory, both servicewise and excessive damage” (manufacturer of preserves, 
jellies, catsup, chili sauce, grape juice). 

“For-hire rates are so high that it is simple economy to operate. Rates 
presently would have to drop 33 percent before we would consider eliminating 
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ourown. And service would have to improve 200 percent” (bakery and ice cream 
supplies manufacturer). 

“The railroads have lost Our business because of poor service. Cheap rates, 
8 percent tax, etc., have nothing to do with it” (institutional wholesale grocers). 

We could continue indefinitely as to why American businesses operate their 
own trucks, but we feel the examples cited are fully illustrative. The Interstate 
Commerce Commission also has recognized that there are many reasons why 
mercantile or business concerns conduct all or a portion of their own motor 
earrier operations instead of relying upon the service of for-hire carriers: 

“Not the least among these reasons is the matter of good will fostered by the 
prompt and efficient delivery of rush orders to customers. Other advantages 
accruing to a private carrier flow from its absolute control over, and exclusive 
use of, the motor equipment assuring (1) the absence of congestion at loading 
docks, (2) the safe arrival of goods not mixed with goods of other shippers and 
not exposed to extra or inexperienced handling, and (3) on time deliveries of 
finished goods at customers’ doors and of raw materials and supplies at its 
plant. The use of its own equipment also enables a private carrier to avoid ex- 
pensive packaging sometimes necessary when shipment is by motor common car- 
riers.” (No. 96541 Lenoir Chair Co. contract carrier application No. MC—107079; 
Schenley Distillers Corp. contract carrier application submitted April 21, 1949. 
Decided November 8, 1949.) 

SIZE OF FLEETS 


Naturally the individual firm membership of a special purpose organization 
like the council tends somewhat toward larger companies. The membership of 
the council does also include a number of industry trade associations which in 
turn include in their membership many smaller private truck operators but time 
did not permit including those in this particular survey. However, even the 
survey of the individual companies which hold direct membership in the council 
shows that they predominantly operate only a small number of trucks. 

This subcommittee has been told that only big business can afford to operate 
its own trucks. One of the criteria established by the Small Business Administra- 
tion for determining what is a small business is an employer of 500 or fewer 
people. Of those replying to the Council questionnaire, 110 had 500 or less em- 
ployees and 108 had 500 or more employees. Four did not reply. 

The replies to the questionnaires reveal the following breakdown as to the 
size of fleets : 


Number of 

Size of fleets : companies 
Soe MN a inc sn shies cn dv emecites cl pnb tne ahcncmeaaaiaetaasentaengoneike eae 73 
CC NS id sich eiedaiith ce thet ht abl addin da A a 59 
ee Te ia ed es ona hheecdlaiatonaiie all 27 
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pare ae Ween. 0 is el Ss aedbetheh i Sine eae eee 3 
mee 0 TO WR sn a a dl eee ee ee 16 
ae BOE RO isdis i eikeittitieiion eae ene 4 
EG rh ie i eh ee eee 6 
CAD Di EO Ws a cei edbie ts Odin cede ne ehh ahh aden eee ane 5 
Ie TE DUCE POC aia clei ne Sires estes Op ede el 11 
eA Wa a ssc teehee ec ab nibs Siete teal 8 


A complete cross section of all private truck operators undoubtedly would 
show even a far greater preponderance of small operators, indeed of 1 and 2 
truck operators. 

It should be remombered that the majority of private trucks are operated 
locally in performing services which the for-hire carriers cannot perform. These 
include literally hundreds of thousands of local and neighborhood merchants 
and other establishments—the neighborhood grocer, hardware merchant, appli- 
ance store, dry cleaning establishment and all the other endless variety of small 
businesses with which everyone is familiar—and most of which operate only 
1 or 2 trucks. 

Those replying to our questionnaire are engaged in such businesses as: manu- 
facturing and distribution of—brick and clay products; building materials; 
carbon, coke, steel products and metals; feed; caskets; electrical; explosives; 
printing supplies; furniture; housewares; automotive parts; textiles; clothing ; 
machinery; chemicals; glass; phonographs; motortrucks; dairy products; 
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bakery goods; earbonated beverages; beer; meat; paper products; petroleum 
products; food (wholesale and retail) ; frozen foods, as well as truck rental 
companies ;. publishing companies; wholesale and institutional groceries and 
mail-order houses. 

PRIVATE CARRIER DEFINITION 


You have heard renewed pleas for a change in the private carrier definition in 
the Interstate Commerce Act so the Commission could cope with the alleged buy- 
and-sell problem. We appeared before this subcommittee on May 7, 1957, on 8. 
1677 and S. 1384 and opposed any change in the definition. We cannot stress 
too strongly that if the definition were changed, as advocated by the for-hire 
carriers, the Commission and others, it would still be necessary for the ICC to 
conduct an investigation in each case to determine if the alleged operations 
were illegal and contrary to law. There is ample evidence that the Commission 
has not exhausted the present judicial process to stop the so-called illegal activities 
of which it complains so vehemently. The proposed and unnecessary amend- 
ments would cause great mischief. 

ICC Chairman Freas in a talk before the Board of Governors, Regular Common 
Carrier Conference, American Trucking Associations, Inec., at New Orleans, 
February 4, 1958, stated, “It is the present intention of the Commission to 
institute a number of proceedings involving that situation (buy-and-sell), 
including instances of a back-haul by a bona fide manufacturer where the back- 
haul has no relation to the principal business of the manufacturer.” 

In this connection, the council as well as shipper organizations have offered 
to cooperate with the Interstate Commerce Commission in this endeavor. Mr. 
H. O. Mathews, speaking for the National Industrial Traffic League before this 
subcommittee on March 25 advised that the league has also been cooperating 
“with the Commission and with carriers to bring about a program of enforcement 
under the satisfactory present terms of the law. At the present time the Com- 
mission is actively working up exemplary cases in which the league will cooperate 
and assist.” 

Since the record of the hearings on S, 1677 and S. 1384 will not -be made 
a part of this hearing, we are attaching a copy of the transcript of our testi- 
mony of May 7, 1957, as well as a copy of our Supplementary Statement, sub- 
sequently filed with this subcommittee’s permission, and respectfully request 
that both be made a part of this record of the hearings on the Deteriorating 
Railroad Situation. 


REGISTRATION OF PRIVATE CARRIERS WITH ICC 


The subcommittee has heard renewed demands for legislation to require 
private carriers to register with the ICC so copies of its safety regulations 
may be served. 

We appeared before this subcommittee in opposition to 8. 1490 on March 21, 
1957, and the views expressed then apply equally to the proposed substitute 
bill, S. 3104, introduced by Senator Magnuson on January 23, 1958. Our mem- 
bership at our annual convention in Philadelphia, January 30-31, 1958, unani- 
mously reiterated its opposition to the registration proposal. 

When you talk of the Interstate Commerce Commission registering all private 
truck operators you are talking about the ICC registering all American busi- 
nesses and farmers. If the Commission should do that it would seem to follow 
that all Federal agencies regulating business should do the same, or that there 
Should be some central agency for registration of all enterprises with the Federal 
Government. We submit that neither this subcommittee onr any other com- 
mittee of Congress is ready to accept such regimentation and centralization. 

Moreover, the ICC like most other Federal agencies, is receiving excellent 
cooperation from this council and other voluntary organizations of business and 
industry in publicizing its regulations and helping to promote compliance with 
them. 
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TRaNscripT OF Private Truck CounciL or AMERICA, INC.—TESTIMONY Op- 
POSING LEGISLATION THREATENING PRIVATE TRUCK OPERATIONS 


As Presented by Frazor T. Edmondson Before the Surface Transportation Sub- 
committee of the Senate Interstate and Foreign Commerce Committee May 7, 
1957 


Mr. EpMonpson. My name is Frazor Edmondson. I am from Dallas, Tex. May 
I ask permission to have Mr. William Quinlan, our special counsel, of Washing- 
ton, sit with me? 

Senator PurTeELL. Youmay. Will you come forward? 

Is it your intention to have counsel address the committee, also? 

Mr. EpMonpson. No; except in the case of questions. He is familiar with this 
situation and I thought he might be helpful on questions. 

Senator PurTELL. Very well. 

Mr. EpmMonpson. I am vice president and counsel of Campbell Taggart Asso- 
ciated Bakeries, Inc., and appear before you today as a representative of the 
Private Truck Council of America, Inc., an organization composed of members 
from many different industries, all of which operate trucks and other motor 
vehicles as an incident to the conduct of their regular businesses. As the name 
indicates, none of our members is in the transportation business as such. 

They are all private truck operators, transporting goods to their own customers 
or to their own plants in vehicles owned or leased by themselves. In short, they 
are “private carriers of property by motor vehicle” as that term is set forth and 
defined in section 203 (a) (17) of part II of the Interstate Commerce Act and 
as it has now been judicially interpreted in the Schenley-Lenoir & Brooks Trans- 
portation cases (93 Fed. Supp. 517, affirmed by the Supreme Court of the United 
States February 26, 1951, 340 U. 8. 925). 

Knowing that the committee is well informed on the legislative history of the 
particular section of the act just referred to and the litigation which followed, no 
detailed account of those phases of the subject matter will be attempted in this 
statement. 

I would like to ask leave here, Mr. Chairman, to insert further matter for the 
record. 

Senator Purreti. Might you inform the chairman as to how voluminous the 
additional material is. 

Mr. EpMonpson. Not more than 10 or a dozen pages. 

Senator Purreti, And it is germane to this whole subject? 

Mr. Epmonpson. It is germane. It is the background of the litigation, some- 
thing of a brief. 

Senator PurTELL. Without objection, it will become part of the record. Do you 
want it put in at this point? 

Mr. Epmonpson. I will furnish it subsequently and would like to have it in- 
serted at this point. 

Senator Purtety. That will be done. 

Mr. EpmMonpson. Attention is respectfully directed to the fact that the Motor 
Carrier Act, which is now known as part II of the Interstate Commerce Act, was 
passed by the Congress in 1985. Between that date and 1951, the proper construc- 
tion of section 203 (a) (17) was the subject of controversy before the Commission 
and the courts, a period of approximately 16 years. 

As a result of the efforts and time devoted to the subject, we now have a clearly 
defined rule to follow. That is the so-called primary business test which is the 
law today. 

Senator Magnuson, in a speech to our organization last year, which was inserted 
in the Congressional Record for Thursday, February 23, 1956, by Senator Smath- 
ers, stated, and properly so, as he understood the law, the primary business test 
under thhe present statute is a simple, commonsense rule under which “You’re a 
regulated, for-hire carrier if you’re really engaging in the transportation business 
as such, but not if you’re operating trucks only as a bona fide incident to your 
own nontransportation enterprise. Which of these you are doing is to be deter- 
mined from the total facts in each case.” 

That is the test which all of us, lawyers and laymen, can understand. Natu- 
rally there will be some borderline cases, as there would have to be under any 
conceivable test of distinction, but this test, it has been demonstrated, will place 
all types of truck operations clearly in one category or another with minimum 
need for litigation. 
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Of course, that test, like any test, must be adequately enforced and we submit 
that the answer to the alleged problem which 8. 1677 has been offered to meet 
is not a legislative answer at all, but rather proper enforcement of the present 
statute. 

It goes without saying, in these times when businessmen must operate in a 
complex economic atmosphere at best, that any stability that can be achieved 
in the rules by which they conduct their affairs is most highly desired. Here 
we do find, as the law stands at the moment, a stable situation in a very im- 
portant and vital phase of those affairs, a phase which cuts across nearly all 
types of private industry. 

We do not intend to place all emphasis on stability, important though that 
factor may be. We also submit that the “primary business’ yardstick applies 
with a degree of fairness, equity and clarity far beyond any other test that has 
been brought up during the long arguments advanced while the matter was 
before the Congress, the Commission, and the courts. 

To subject private businesses to the truck safety regulations promulgated by 
the Interstate Commerce Commission is certainly proper and such is being done, 
However, it is evident by the law itself that Congress never intended to subject 
them to the same regulations as common carriers and contract carriers as those 
terms are also defined in the act. 

The point of contention has been who should and who should not be classified 
as a private carrier. From the beginning, back in 1935, the common and con- 
tract carriers have consistently waged battle to the end of establishing inter- 
pretations which, in effect, would practically eliminate the right of industry 
and business to operate its own trucks. 

This would have been achieved had the Commission and the Courts gone along 
with the concept of the “for compensation test’ so urgently proposed in the 
Schedule and Lenoir cases, as well as in others. 

The battle continues. Having lost out in the 16-year contest to accomplish 
their purpose under the law as now written, the only recourse left open to the 
oppenents of private carriage is the Congress of the United States. Amend- 
ments to the act are now being advanced, some innocuous enough on their faces, 
but all of which, if passed, would serve to reopen the questions now laid to rest. 

The mere fact that Congress has amended any section permits such a reopen- 
ing on the theory that changes in existing interpretations were intended. Cer- 
tainly, that will be the argument put forth. 

Currently, the amendment being pressed is one intended to eliminate the re- 
puted abuse of buy and sell operations. It is claimed that this is the device 
by which fringe operators seek to hide what is actually a for-hire transportation 
arrangement behind the definition of private carrier. 

By going through the motions of purchasing the commodity they are hauling 
and then selling it at the end of the line, it is said they seek to disguise the 
very evident fact that they are merely hauling for hire. We question the claims 
that there are any great number of cases of such buy and sell operations. 

Senator PurTett. May I interrupt a moment. But, would you feel that where 
there were such cases, few as they might be, that they ought not to continue? 

Mr. EpmMonpson. There is no doubt at all they shouldn’t continue, but may I 
refer to certain cases Chairman Clarke referred to this morning by way of 
illustration? 

Senator PurTe.y. Yes. 

Mr. Epmonpson. First he mentioned the situation of a dealer in pinto beans 
who would deliver his own products to his own customers, then on the back-haul 
would buy soda ash and sell that to customers already selected in advance. We 
respectfully submit it would be evident to any enforcement agency or any court 
before which it might be brought, that the dealer in pinto beans didn’t buy the 
soda ash for his own purpose. Now, if he were going to use soda ash for his 
own purpose in his own plant he could so demonstrate but it would be obvious 
to all that he wasn’t going to use it here. This would be an instance where the 
distinction was clear. 

Senator Purtet.. That or other like cases. 

Mr. EpMONDSON. Yes. 

Senator Purtrett. Where they actually buy to dispose of by sale at the end 
of their run. 

Mr. Epmonpson. Yes, sir; and it can be proven by the nature of their busi- 
ness that they are in what they are doing. 

Senator Purteiyi. So there is no question in your mind as to the need for 
seeing that there is some regulation enforcement in that area? 
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Mr. EpmMonpson. No, sir. I stand corrected—— 

Senator PurTeLL. I am not trying to put words in your mouth. I am just 
trying to get your thinking. 

Mr. EpmMonpson. Yes, sir. The question is one of enforcement. We say that 
the act is clear enough to make these distinctions as it now stands. 

Senator PurTELL. But would there be any objection to making it—I wondered 
what your thinking was—do you object to making it perhaps clearer so there 
will cy need then, or rather so that enforcement could be followed with less 
question 

Mr. EpmMonpson. Mr. Chairman, our position briefly stated, is this: We only 
have a question of enforcement. The litigation 16 years in length, has very 
clearly set up what the law is. Now, all we have to do is enforce it. We also 
say from the private carrier standpoint that after having fought this battle 
through the courts for 16 years, we now would like to maintain the status 
quo because we think the rule is right as laid down. Any amendment to any 
sections—they are all tied together—to any sections of the law at this time, is 
going to reopen litigation, and make it less clear, instead of clarifying it. 

Senator Purrery.. You are referring to S. 1677 of course. 

Mr. EpMonpson. Yes, sir. 

Senator PurTett. Now, what the proposal is, as amended by adding the 
following proviso, is this: Provided however, That any person who purchases, 
transports, and sells property for the purpose of fostering a highway trans- 
portation business is engaging in public transportation service and shall never- 
theless be included within the terms common carrier by motor vehicle or con- 
tract carrier by motor vehicle. 

Are you fearful that the words there will be stretched to cover cases you 
feel ought not be covered? 

Mr. Epmonpson. We think the statutes are clear as they stand. The thing 
we principally object to is that by amending these definitions as they now read, 
all these questions which have been so thoroughly litigated up to date will be 
reopened and we will have a long period of strife and stress to go through, 
without any particular results, because these cases, we still say as I have 
said in my statement, these buy and sell cases [we don’t think there are many 
of them] present a problem of enforcement only under the present statute as 
now written. 

Senator PurtTe.y. Well, doesn’t this read in a manner that would make me 
believe anyway that it conforms to your own thinking. It says any person 
who purchases, transports, and sells property. 

Mr. EpMonpson. Yes sir. 

Senator Purte.ut. That is purchases, transports, and sells. 

Mr. Epmonpson. As I said a minute ago, Mr. Chairman. we say that some of 
these amendments on their faces are apparently innocuous, but as you well 
know, the rule of judicial interpretation always comes into the picture when- 
ever a statute has been changed, as to why it was changed. We say the statute 
as written is clear enough, particularly as interpreted by the court. 

Therefore, please don’t amend it and reopen Pandora’s box of troubles for 
us again. 

Mr. QUINLAN. May I say something there? 

Mr. EpMonpson. Yes. 

Senator PurtTeLLt. Would you first state your name. 

Mr. QUINLAN. William A. Quinlan, special counsel for the Private Truck 
Council of America. We are the burned child who fears the stove, Mr. Chair- 
man. We went through this litigation, Mr. Chairman, and it is almost 
inconceivable as to the lengths to which for-hire carrier representatives will 
go in seizing upon a phrase, a remote aspect of any of these provisions in order 
to urge that in some part, more or less, the right of private truck operation 
be cut down or interfered with. From the experience in that litigation with, 
I will say advisedly, the preposterous interpretations which were attempted 
to be placed upon the law, and I believe the members of the three-judge statu- 
tory court considered them preposterous and said virtually as much in the oral 
argument, we fear the change of even a comma, Mr. Chairman, because we are 
convinced that any change, however innocent it might seem, is bound to have 
the result of reopening the whole question of what these provisions mean. We 
have great respect for the gentlemen representing the for-hire carrier interests. 
They are able, they are ingenious, they are well-financed, and this is a vital 
thing to them, this regulation, and they can well afford to relitigate the whole 
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question, if there is any basis for arguing that since Congress made some 
change in the language it must have meant some change in the intent. 

Senator Purtett. You may proceed, Mr. Edmondson, unless the Senator from 
Texas has some question at this point. 

Senator Yarsoroven. Mr. Chairman, I would like to ask a question. 

Senator Purrert. You may, of course. 

Senator Yarsoroucn. Mr. Edmonson, you are appearing as I understand it, 
on S. 1677? 

Mr. Epmonpson. Yes. 

Senator YarsoroueH. Or all of the bills? 

Mr. EpMonpson. Well, there is one other. 

Senator YARBorouGH. Do I understand you to oppose the enactment of any 
of this legislation? 

' Mr. Epmonpson. S. 1677, yes, plus another section that will be mentioned, 
the proposed new subsection 2083 (c) which is clause 2 of S. 1384. 

Senator Yarsoroucu. Do you object to the legislation that would clarify the 
status of contract carriers as distinguished from purely private carriers such 
as you represent? 

Mr. Epmonpson. Yes, sir; because, Senator, of what Mr. Quinlan has al- 
ready stated very well. We are protesting anything which in our opinion 
will affect the definition of private carrier, and you see these three definitions, 
common carrier, contract carrier, private carrier, refer to each other and 
interrelate. I am repeating a little bit now. 

Of course, the whole thing is that after we have fought these questions 
through the courts, through the Commission, for 16 years, we feel that a 
true and proper decision and construction of the law has been obtained. 

We don’t want to amend anything, not even, as Mr. Quinlan has said, a 
comma, that we would consider as changing in the minds of any court before 
which this question may subsequently come, the construction that the Supreme 
Court has now placed on it, or rather the three-judge Federal district court 
as affirmed by the Supreme Court, in the Lenoir Schenley, Brooks Transporta- 
tion cases. 

Senator YarsoroueH. I just wanted you to clarify your position. That is 
all, Mr. Chairman. 

Senator Purtett. Thank you. You may proceed, Mr. Edmondson. 

Mr. Epmonpson. We question the claims that there are any great number 
of cases of such buy and sell operations. To the extent that such a practice 
might actually be engaged in, it would be reprehensible, an obvious subterfuge 
and clearly illegal under the law as it stands. Carriers, if any, engaged in 
such practices should be prosecuted. All legitimate private truck operators 

join the common and contract carriers in urging that this be done. As has 
been repeatedly said, however, this, where it might exist, presents no case 
requiring legislative remedies—rather, it is one of enforcement and enforce- 
ment only. 

And of course, that is what we have been talking about. 

Those who have been proposing legislative changes to meet the alleged buy 
and sell problem have been repeatedly challenged to produce a single case 
that cannot be soundly classified as either for-hire or private truck operation 
by applying the provisions of the present statute pursuant to the primary busi- 
ness test. 

If it be said that such enforcement presents difficulties because of lack of 
personnel or other reasons, it certainly does not follow that those difficulties 
will in any way be alleviated by amending the law. 

The law is clear. In order to be classified as a private carrier, the primary 
business test must be met. Anyone attempting to place himself in that category 
without meeting that test should be stopped by enforcement action and we again 
submit that the determination of the type of operation meeting that test is no 
problem of any magnitude under the rules which have now been laid down. 

If this were not true, the Private Truck Council of America would itself 
join in the request for additional legislation. Its members would be vitally 
interested in eliminating any illegal activities conducted by parties who might 
improperly claim to be private carriers. 

We are all shippers or receivers by common and contract carriers. We are 
very interested in seeing that they are properly protected within their own 
spheres of operation. We merely contend that we also have our proper spheres 
and should not be harassed and hampered within their limits. 
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‘Phe for-hire carriers would undoubtedly like to see the rules set up in such 
a fashion that all transportation of either persons or property would be turhed 
over to them exclusively. We don’t criticize their desire to better their situation 
-but there are many, many reasons why private carriage has an important part 
to play in the business picture. aid 

I mention as examples—the flexibility of shipment afforded by the use of 
one’s own vehicles with the customer appreciation and good will resulting from 
the better services rendered, the opportunities for special handling of certain 
-products requiring personnel trained in that. handling—the need for special 
equipment, perhaps the trucks themselves, to transport perishable commodities 
having peculiarities of their own. 

Of course, other cogent reasons could be enumerated but that would labor. the 
point, which is simply that private truck operation is definitely a part of the 
business world, it fills needs which would not be filled were it not in the picture 
and it is in the public interest not to eliminate or interfere with it. 

All.of this has been recognized. I repeat that our battles have been fought 
and our status affirmed. We are beseeching the honorable members of this 
committee to aid us by not reopening the questions which have been answered 
only after great expenditures of time, effort and money. 

S. 1677 contains the proposed amendment to which we are voicing objection. 
For the reasons given, we respectfully request that the committee act in the 
negative on. it. 

We object also to clause (2) of the bill S. 1384 which would add a new sub- 
section 203 (c) to the Interstate Commerce Act to provide in part that “no 
person shall engage in any transportation for compensation” by motor vehicle 
without a certificate of public convenience and necessity or a permit from the 
Commission. 

And it is that “for compensation,” that we dread. 

This would be a superfluous provision for the reason that secton 203 (a) 
(1) of the Act already provides that no common carrier by motor vehicle 
shall operate without such a certificate and section 209 (a) (1) already 
provides that no contract carrier by motor vehicle shall operate without such 
a permit. 

The effect of the proposed new subsection 203 (c), therefore, would be to 
reopen the whole controversy and battle against legitimate private truck opera- 
tion by expressly writing into the statute a compensation clause on a basis of 
which the for-hire carrier interests would renew their contention that the 
primary business test is to be replaced by a test under which no one in any 
kind of business could operate trucks for compensation without leave of the 
Interstate Commerce Commission. 

Senator PurtTELL. Now, may I interrupt? 

As I gather from your testimony you don’t differ at all in principle from 
what these proposed amendments would accomplish. You simply feel that 
a decision has been made. Am I correct in that? 

Mr. EpMoNpson. Yes, sir, absolutely. We join the common and the contract 
earriers in the basic idea that illegitimate carriage should be stopped. 

We say it should be stopped. We say it can be stopped under the law as it 
is now written and that is the reason that we say it is only a matter of enforce- 
ment, not a change in the law. 

Senator Purrett. Then I gather that in principle you don’t object—well, I 
don’t want to put words in your mouth. Do you agree that no person should 
engage in transportation for compensation, assuming compensation is what we 
conveive it to be, for pay, for hire? 

Mr. EpMonpson. I doubt that, because of the connotation that that clause 
might be given by virtue of the interpretations of it that have been urged. We 
don’t hold a brief here at all for anyone engaged in a buy and sell operation. 
We want them put out of business, too, if any there be. We don’t think there 
are as many as the contract carriers evidently think. If there are any they 
should be eliminated. 

Senator Purreti. Well, not only the contract carriers, but evidently that is 
how the ICC thinks from the testimony given by Chairman Clarke this morning. 

Mr. Epmonpson. Mr. Chairman, I know I am repeating when I go back so often 
on this, sort of like Father Divine, “Peace, it’s wonderful.” 

Senator PurTe.y.. It is wonderful. 

Mr. EpMonpson. We have had this 16-year old battle on our hands. We want.to 
relax a little bit now, and we want to maintain stability as businessmen, the 
stability of operations as we are now conducting them, under the law, and justi- 
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fiably so. Mr. Quinlan here has been through this litigation from the very begin- 
ning and that is why I wanted him up here with me. He knows it backward, 
forward, and by heart. 

He knows the trials and tribulations that private industry had to meet when 
they were battling this question before the Commission and before the courts, 
and that “for compensation” was the magic noose, let’s put it that way, that we 
managed to finally get away from. But we don’t want anybody—let’s use 
the word “for hire,” we don’t want any so-called private carrier engaged in 
for-hire operations. In fact, we might say this, and to me, this is the way the 
law reads now. If I run a bakery, I sell bread, and I send my trucks out, loaded 
with bread to grocery stores. The salesman makes his deliveries. 

At the end of the run if he wants to pick up some flour or some sugar or some. 
thing that I am going to use in my bakery and bring it back to me, that is legiti- 
mate private carriage. But if he goes down to the end of that line, and because 
he has an empty truck he picks up a truckload of drugs, let us say, and brings 
them back to sell to the drugstore, he should be presecuted, and we should be 
prosecuted for permitting him to do it. 

Senator PurreLyt. And you may feel that ICC presently has the machinery by 
which it can be done without the need for a change in the law. 

Mr. Epmonpson. Yes, sir. 

Senator Purrett. I think I get your thinking. 

Mr. EpMonvson. Another point. You see, this is a battle that was fought out 
quite a number of years ago, and some of the things that we are saying here 
today, that I am saying, that Mr. Quinlan has said, may sound a little extreme, 
but they are the result of the fight that we fought. 

Of the present Commission—I have a note here—I believe that Commissioner 
Mitchell is the only one who was on the Commission at that time. Is that right, 
Mr. Quinlan? 

Mr. QUINLAN. That is correct. 

Mr. EpmMonpson. I don’t believe that the present members of the Commission 
realize quite how important what you might otherwise call the minor objections 
we are advancing can be, in view of that history. 

Mr. QuINLAN. May I cite one thing, Mr. Chairman? 

Senator PurTeLt.. You may. 

Mr. QUINLAN. The chairman referred to being in the business of for-hire trans- 
portation, and receiving “pay,” I believe, was an expression that was used. 

Senator PurTELL. Well, there we get into an area again, that is subject to many 
constructions. 

“Received compensation,” it is difficult to say what it is for hire. 

Mr. QuIntan. That points up the thing we fear, Mr. Chairman. 

At the present time, the phrase “for compensation,” is used in the common and 
contract carrier definitions, and it was on a basis of that phrase that the people 
who desire to restrict the legitimate scope of private truck operation contended, 
for example, in the Lenoir-Schenley case that a furniture manufacturer could 
not deliver the furniture he made to his own customers. 

They contended that those words “for compensation” meant to receive pay, 
and that anyone who received compensation for transportation was thereby 
automatically a common or a contract carrier. 

Now, that carried to its logical extreme meant that in the Lenoir case because 
a furniture manufacturer made a charge to his customers for delivering the furni- 
ture he sold to them he was operating “for compensation.” They said that should 
be the test, rather than the test of his primary business. Carried further, the 
argument in effect was that if a manufacturer or a distributor of goods even so 
much as had a difference in his price between his plant or warehouse and a 
delivered price, that that meant he was transporting for compensation and there- 
fore unlawfully. 

It went further to the effect, and here is where we entered the extreme realm 
of absurdity, that anyone who so much as reflected the costs of operating his 
own trucks in determining his price structure was operating for compensation. 

The courts saw the absurdity of that, the three-judge court, after the Commis- 
sion did so, and said in effect the phrase “for compensation” in the present law 
doesn’t mean that at all, but was merely a convenient phrase that Congress used 
in referring to ‘‘for-hire” transportation. 

But Mr. Chairman, if we have the phrase “for compensation” written into 
this Act in another context, for example, in a provision that says directly “no 
one shall transport for compensation” and so on, we are convinced that the 
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litigation will be renewed, and I think we have good reason, in view of the extent 
to which those arguments were carried before the Commission and the court 
previously. 

We have, incidentally, copies of our briefs in the Lenoir case and the Schenley 
Distilleries case, and those two cases as combined before the district court, should 
you wish to receive them for your correspondence file. 

Senator PurTELL. We are somewhat familiar with them and probably we have 
them on file, but rather than find later that we haven’t, we will mark them exhibits 
6, 7, and 8, and have them available for the committee. 

You may proceed. 

Mr. EpMonpson. All right, sir, lam almost through. The effect of the proposed 
new subsection 203 (c) therefore would be to reopen the whole controversy and 
battle against legitimate private truck operation by expressly writing into 
the statute a compensation clause on a basis of which the for-hire carrier interests 
would renew their contention that the primary business test is to be replaced by 
a test under which no one in any kind of business could operate trucks for com- 
pensation without leave of the Interstate Commerce Commission. 

Also, that compensation would include making a charge for delivery of one’s 
own products, or even a difference in delivered price as compared to an f. 0. b. 
plant price, or even so much as reflecting, in one’s determination of prices for 
his own products or services, the costs of operating his own trucks to move his 
raw materials or deliver his own products. The proposed new subsection 203 (c), 
in other words, would be a wide open invitation to a repetition of the unsuccess- 
ful efforts in the litigation preceding the Brooks Transportation decision to secure 
an interpretation of the statute which could ultimately result in the virtual 
elimination of operation of trucks in and by all kinds of private enterprise, 
whether manufacturing, wholesaling or retailing. 

Similar objections apply to the amendment which we understand has been or 
will be offered by the Transportation Association of America. 

Thank you for your consideration and courtesy in hearing me. And I thank 
you particularly for taking me out of turn and letting me go home. 

Senator PurTeELL. We are very happy to have you. I would like to make 
it clear to those witnesses who have not appeared before committees before, that 
the lack of other members in no way indicates lack of interest of the subcom- 
mittee on the subjects we are considering. 

But we do have situations arise where there are conflicting meetings. I 
ean assure the witnesses appearing here that their testimony is available 
to the other members of the subcommittee, and beyond question will be studied 
as will be the testimony given here today. 

So don’t feel because there are no other members here that there is lack 
of interest in the testimony you give. 

Have you any questions, counsel? 

Mr. Barton. Just one, Mr. Chairman. 

Chairman Clark pointed out this morning sometimes the difficulty of having 
the courts following the findings in the Brooks Transportation case, and the 
Lenoir case. I would like to know what you think about having that incor- 
porated into the statutory lrw so that it will be clear for all courts that this 
is the law enacted by Congress and not an interpretation of it by the courts. 

Mr. EpmMonpson. Let me see, sir, if I follow you. Do you mean to incorporate 
the primary business test into the law itself? 

Mr. Barton. Yes. 

Mr. EpMonpson. Now, personally, my reaction to that would be negative still, 
even though that seems to be a rather ridiculous attitude to take, because 
we are wholly in accord with the primary business test, but we say that the 
law as it is written has now been clearly interpreted. The only point of 
disagreement that I would have with Chairman Clarke on that is that there 
is any marked uncertainty in the way the law and the decisions should be 
interpreted. Now, as long as we are all human, there is probably going to 
be room for differences of opinion. But this is about as clear a rule as there 
could possibly be. We are just afraid that if what you suggest be done, that 
that be incorporated into the statute, that the very fact that Congress has 
amended its law would indicate a change of interpretation. 

Senator PurTELL. It wouldn’t follow that that would be so. 

Mr. EpMONDSON. NO, sir, it is the danger we fear. 
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. Senator Purre..t. As a matter of fact, you know a report accompanies every 
bill reported out, and we find it in our work necessary at times to be very 
specific in that report as to congressional intent, so there isn’t too much of an 
area for disagreement in interpretation. 

Mr. EpMonpson. No, sir, and we submit that in one of these exhibits, that 
we submit, and I will have to ask Mr. Quinlan which one it was, where the 
legislative history is set forth. Would you take over on that? 

Mr. QUINLAN. Our briefs before the Commission, Mr. Chairman, in the Le- 
noir and Schenley cases have appended to them a legislative history of the 
present act, but may I say that in my opinion, having been through all of this 
litigation, Mr. Chairman, the law could not be more clear than it now is, in the 
light of the decision of the Commission in the Lenoir and Schenley cases, 
and the decision of the special statutory three-judge court, affirmed by the 
Supreme Court of the United States, so that nothing good could be accomplished 
by making a change, in my judgment, and the change, any change, would be 
certain to raise a question of intent, and I feel that we are practically certain 
to have litigation as the result of any such change, even though we could write 
it ourselves, Mr. Chairman. 

Senator Purtery. And still it would appear from the testimony of Chairman 
Clarke this morning, that this he feels would strengthen their position and 
you agree with them on their position ; is that correct? 

Mr. Epmonpson. Yes, sir, we agree with them on their position about the 
buy and sell, but we don’t agree with the remedy. We say the remedy is one of 
enforcement. They say the remedy is one of legislation. 

Senator PurTe... Well, legislation which would permit them to better enforce. 

Mr. QUINLAN. We do not agree with that, Mr. Chairman. We couldn’t dis- 
agree more strongly, that it will be of any assistance to the Commission in en- 
forcement, because no one of the amendments that has been proposed would 
make enforcement any easier in our judgment, and no one has been able to show 
us that it would. 

Moreover, with the greatest respect for the members of the Commission, we 
feel that it may be of significance that only one member of the present Com- 
mission is familiar with this litigation. We do not believe the others have been 
made sufficiently familiar and we do not believe they are sufficiently aware of 
the delicacy of this legislative language which we encountered in the litigation. 

Senator Purrert. Well, of course, that may be, but history of the litigation is 
available to them. 

I don’t know whether they pursued it or not, but I don’t know that they 
haven’t. 

Mr. QUINLAN. Well, it is an honest difference of opinion, Mr. Chairman. We 
are convinced if the members of the Commission would adequately study the 
history of the legislation they would have the same opinion as ours. 

Mr. Barton. Your opinion then is to leave well enough alone. 

Mr. QUINLAN. Yes, sir. 

Mr. Epmonpson. Absolutely. 

Senator PurTeLL. Somebody might disagree as to whether it is well enough 
ornot. Idon’tsaythatitis. Thank you, very much. 

. Mr. EpMonpson. Thank you, Mr. Chairman. 


SUPPLEMENTARY STATEMENT OF PrIvATE TRUCK CouNcIL or AMERICA, INC., 
CONCERNING BACKGROUND OF S. 1677 AND S. 1384 


The current proposals to amend or modify, directly or indirectly, the provi- 
sions of the Interstate Commerce Act having a bearing upon the distinction 
between for-hire and private truck operation are the latest moves in the long 
and .continuing history of efforts of for-hire carrier interests to restrict or 
interfere with operation of trucks by and in the course of enterprises other than 
that of for-hire transportation. 

These proposals can be adequately evaluated only in the light of that history, 
some highlights of which are given in this supplementary statement. 

In view of their unsuccessful litigation to secure advantageous interpretation 
of the present act, the tactics of such interests at the moment appear to call for 
encouraging a reopening of the act by some change—any change at all—that 
would open the door to still further proposed amendments, or new legislative 
history, or at least make possible further litigation to reduce in great or small 
degree the lawful scope of private operation. 
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“COMMODITIES CLAUSE” 


The legal attacks upon private truck operation have included from time to 
time even suggestions that a “commodities clause,” such as that in part I of the 
act, regulating railroads, be applied to trucks, so as to make it unlawful for a 
person to transport by motor vehicle any article produced by him or which he 
owns in whole or in part or in which he has any direct or indirect interest, and 
therefore wholly prohibit any operation of trucks other than by common and 
contract carriers. 

EMERGENCY CONTROLS 


During World War II businessmen were confronted with persistent and some- 
time successful efforts by those antagonistic to private motortruck operation 
to subject such operation to far-fetched unreasonably restrictive regulations. 

There was, for example, the provision in the early form of General Order 
ODT 6 of the Office of Defense Transportation that trucks going more than 15 
miles from the point of origin could not operate without at least a 75-perecent 
return load, a provision which would have rendered impossible the operation 
of many private motortrucks such as those engaged in multiple-stop diminishing 
load deliveries. 

Likewise, the regulation of truck operations primarily on a basis of a secret 
load factor formula designed to accommodate operations such as those usually 
engaged in by common motor carriers, but unsuited to and unduly interfering 
with private motortruck operation. 

Likewise, General Order ODT 21A and ODT Administrative Order 15, placing 
restrictions upon inauguration or extension of motortruck operations, which 
orders were in apparent violation of section 203 of the War Mobilization and Re- 
conversion Act of 1944, and the many appeals by private motortruck owners 
which were denied in whole or in part on the ground that the applicants should 
have for-hire carriers move their goods instead of moving them themselves. 

It became necessary at one point for the council to charge that these abuses 
were defeating the conservation sought by the Director of Defense Transportation 
and by private motortruck operators, and were impairing the war effort, in 
addition to working unconscionable and irreparable damage to the rights and 
interests of such operators and the public they served. 

In evaluating current legislative proposals made or endorsed by the Interstate 
Commerce Commission it is respectfully submitted that the committee should do 
so in the light of the well-known general rule that special commissions having 
jurisdiction over particular regulated industries became, by background and 
instinct, the partisans of those industries—in this instance the for-hire trans- 
portation industry. 

LITIGATION UNDER PRESENT LAW 


To a great extent prior to the case of Brooks Transportation Co. v. United 
States (1950), 93 F. Supp. 517, affirmed 340, U. 8S. 925, attempts to erode the right 
to operate private trucks took the form of efforts in particular instances to have 
the operation ruled to be for-hire carriage so that it would require authoriza- 
tion as a for-hire operation by the appropriate Federal or State commission. 

Those efforts generally were made under the definitions of common, contract 
and private motor carriers in section 203 (a) of part II of the act. 

Common and contract, or for-hire, carriers are regulated carriers, and opera- 
tions of those types cannot be engaged in without a certificate of public con- 
venience and necessity for a common carrier or a so-called permit for a contract 
earrier. So-called private carriers (the term itself is for-hire carrier language, 
which helps to further the psychological warfare of contentions that business- 
men operating trucks in their own businesses are part of the transportation 
industry, that they are an unregulated part, and that they therefore constitute 
unfair competition to common and contract carriers), on the other hand, need no 
permission to operate trucks, and are subject only to safety regulations. But 
various businesses were confronted with a question of whether they really 
were operating as private carriers, or whether they were as a matter of law 
engaging instead in common or contract carriage, despite the fact that their 
trucks were operated as part of their own nontransportation enterprises, so that 
they were violating the Interstate Commerce Act because the Commission had 
granted them no certificates or permits. 

Those who used their own trucks in connection with their own nontransporta- 
tion enterprises found that question raised in various ways. For-hire carriers 
who thought such a business should dispose of its own trucks, and instead use 
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such carriers, complained to the Commission and the Commission initiated an 
investigation. Or field representatives of the Commission called on such a busi- 
ness and convinced it that it was engaging in common or contract carriage within 
the meaning of the Act and should file an application for a certificate or permit,— 
or that there was serious doubt as to its legal status and that it should file such 
an application and then move to have it dismissed on the grounds that it was 
operating only as a private carrier, in order to obtain a ruling by the Commission, 

Or the question was raised through a State commission, as in the Lenoir Chair 
Co. case, where the drivers of a furniture manufacturer were arrested by State 
agents, and the manufacturer was as a result prevailed upon to file an applica- 
tion for a contract carrier permit with the Interstate Commerce Commission in 
order to obtain a determination of the legal nature of its operation. 

Once such a proceeding was started, for-hire carriers and for-hire carrier 
organizations protested or intervened, claiming that the operation was common 
or contract carriage, but that there was no need for it, that the certificate or 
permit should be denied, and the operation stopped. 

In Williams Brothers Corporation Contract Carrier Application, 44 M. C. ©, 
557, motor common carriers who intervened contended that lawful private truck 
operation included only special types of transportation that common carriers 
could not perform—thut in the words of the then Division 5 of the Commission, 
“that the Congress in defining the national transportation policy intended that, 
through appropriate administration and regulation, the transportation system 
of the country should be fostered, developed, and built around a common carrier 
system’’—that “Congress by passage of the act directed us to so administer it 
as to channel and funnel all traffic of which the public common carrier system 
is capable of transporting and the revenue therefrom, into that system.” That 
contention was rejected in that case. 

In other cases, for-hire carriers and their organizations urged that the key 
words in the definitions were the words “for compensation.” They urged a “for 
compensation” test in the determination of whether anyone was operating trucks 
as a common or contract carrier on the one hand, or as a “private carrier’ on 
the other. And they said that should be the only test. 

They argued in a variety of ways, but in ultimate effect that anyone who 
either made any charge for delivery, or, directly or indirectly, so much as 
recovered from his customer or supplier the cost of his truck operation, was 
operating “for compensation.” 

Of course if regulatory authorities were to have gone that far all at once, 
that would have been the end of the story, because no businessman in his right 
mind would as a matter of business policy and practice deliberately conduct his 
truck operation at a loss, that is, continue an operation of trucks which he had 
reason to believe would mean a lesser profit or a greater loss from his total 
enterprise than he would have had if he did not operate them. It would have 
meant that all commercial truck operations would have been common or con- 
tract, and none private. 

It was more likely that success then or in the future in those contentions of 
the for-hire carriers would take the form of partial and gradual agreement 
with their arguments, of rulings in particular cases that the operations were 
“for compensation” because of particular practices, and therefore a progressive 
cutting away and reduction of free operation of trucks by private industry and 
agriculture, without industry and agriculture generally, or even the regulatory 
authorities themselves, realizing what was happening. 

The Private Truck Council of America, Inc., intervened in such cases to point 
out that the so-called “for compensation” test was false and would lead inevi- 
tably to the result described—that instead the “primary business” was the only 
proper test, i. e., the one basic question of whether the operator really is in the 
transportation business as such, or is operating motor vehicles only as an inci- 
dent to some other kind of business of his own. 

Such litigation reached a climax in Lenoir Chair Company Contract Carrier 
Application (ICC Docket No. MC-96541) and Schenley Distillers Corporation 
Contract Carrier Application (ICC Docket No. MC—107079)—which were jointly 
appealed to a special three-judge Federal court and the Supreme Court of the 
United States as Brooks Transportation Company v. United States, already 
cited above. 

The Lenoir Chair Co. was a manufacturer of furniture, picking up raw mate- 
rials and supplies for its own use and delivering its finished products in its own 
motor vehicles. Schenley Distillers Corp. was engaged in the business of selling 
and distributing alcoholic liquors, shipping certain of them to its customers 
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by for-hire carrier f. 0. b. point of origin and delivering others to the customers 
in its own motor vehicles. Occasionally, it also utilized its motor vehicles to 
pick up raw materials and supplies purchased by its manufacturing subsidi- 
aries and delivered them to their plants, without making any charge for such 
deliveries (although the for-hire carriers claimed that it received compensation 
indirectly because the liquors which it sold and distributed were purchased by 
it from its wholly-owned subsidiary manufacturing corporations at their cost). 

In these proceedings, which became test cases, the for-hire carriers argued, 
for example: 

“The important distinction between a for-hire carrier and private carrier 
is based on a determination as to whether the transportation is performed 
for ‘compensation.’ ” 

Also 

“* * * private carriage, as it is now developing, is being permitted to 
enter the profit-taking field in competition with for-hire carriers, but not 
subject to the same regulations.” 

And 

“* * * applicant intends to transport its finished product not for its own 
use but to be in a position to place the manufactured profit in the open 
market at an economical advantage to itself. Certainly such transporta- 
tion is transportation for-hire.” 

And 

“The record * * * will support the examiners’ finding, that the appli- 
eant is attempting to obtain transportation at a lower expense than should 
be obtained from for-hire carriers.” 

And that allowing uncontrolled operation of trucks because it is incidental 
to a nontransportation business “permits a manufacturing or merchandising 
concern unlimited latitude in the manner and mode of carrying on its trucking 
business without regard to the effect it may have on for-hire. carriers.” And 
“* * * Congress had not contemplated that private carriers should pass on the 
transportation cost of their own vehicles directly to their customers, either to 
receive in return their actual costs, or a profit.” 

And “private carriers must know that the moment they attempt to recoup 
directly from their customers for the transportation of their own products, that 
moment they have entered the for-hire carrier field in competition with for- 
hire carriers.” And that the Commission should “review the basic charac- 
teristics of private carriage and find that when a person transports goods of 
which it is the owner or bailee in its own vehicle as a private carrier in fur- 
therance of its commercial enterprise, it cannot charge and receive compensa- 
tion without violating its status.” ; 

Also, they urged a further theory—that of “indispensability.” In effect they 
said, unless the private operation of the trucks is so peculiarly tied up with the 
particular nontransportation business that the operator can prove the opera- 
tion of his own trucks is indispensable to it, and that he cannot use for-hire 
earriers, then the operation is not private operation and he must either get a 
common or contract certificate or permit or stop the operation. The National 
Industrial Traffic League referred to this remarkable idea as a “showing of 
private convenience or necessity.” 

The ICC examiner in the Schenley case adopted the “for compensation” test, 
and found that Schenley’s operations constituted unlawful contract carriage, 
but in both cases the Commission and the Federal court, affirmed by the Su- 
preme Court, rejected that test, and held instead that the “primary business” 
test is the proper one under the present statute. 

The majority of the Commission, and the courts, in other words, held finally 
that, under the present statutory wording and in the light of its legislative 
history, the rule of distinction is that a person operating motor vehicles is a 
for-hire carrier if he really is engaging in the transportation business as such, 
but not if he is operating trucks only as a bona fide incident to his own non- 
transportation enterprise, and that which of those he is doing is to be deter- 
mined from the total facts in each case. 

The “primary business test” also is applied by the Internal Revenue Service 
of the United States Treasury Department in determining applicability of the 
Federal transportation tax. See Ruling 55-421, Internal Revenue Bulletin, 
June 27, 1955. 
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ATTEMPTS TO REOPEN THE LAW 


Now, for-hire carrier interests, and new members of the Interstate Commerce 
Commission whom they have persuaded, are citing the alleged “buy-and-sell 
problem” as a reason for reopening the wording and legislative history of the 
statute under which that sensible rule finally was established after many years 
of litigation. 

A “buy-and-sell” operation is one in which a trucker engaging in what really 
amounts to for-hire transportation attempts to disguise it as a private truck 
operation by the clumsy and legally ineffectual device of taking title to the 
goods during the movement. Such an operation is plainly unlawful under 
the present provisions of the act, which have been interpreted as providing that 
the test of distinction between for-hire carriage and private operation is the 
“primary business test.” 

It has long been established that whether or not an operator of a motor 
vehicle has title to goods during their transportation is only one factor, and 
is not decisive, in determining whether he is a for-hire or a private operator. 
It is elementary that a common or contract carrier can not become a private 
earrier by the device of taking title to the property while he is transporting 
it, any more than a private carrier can become a common or contract carrier 
by reason of transporting property to which he does not have title. McBroom 
Contract Carrier Application, 1 M. C. C. 425, Howrigan Contract Carrier Appli- 
cation, 11 M. ©. C. 455, Swanson Contract Carrier Application, 12 M. C. C. 516, 
Cyr Contract Carrier Application, 17 M. C. C. 658, Berkshire Oil Co., Inc., Con- 
tract Carrier Application, 42 M. C. C. 830. 

It should be plain to all that, under the primary business test, one who 
engages in for-hire carriage of goods cannot, by taking title to the goods during 
the transportation, avoid its being so classified. That is so regardless of whether 
he might engage only in for-hire carriage, or might be a private carrier, if 
there are any such, who not only engaged in private operation which was a 
bona fide incident to his nontransportation business (for example, was a manu- 
facturer delivering his products from his plant to his customers), but also 
attempted to engage in for-hire hauling of return loads. In either event, it 
is perfectly clear under the present law that the taking of title to the goods 
in for-hire hauling of loads for others would not alter the for-hire status of that 
hauling. 

There is nothing wrong with the present statute in this respect. To the 
extent that such “buy and sell” operations may occur, if they do, the problem 
is one of police work, of catching the violators of the already-clear statute. 
To change the statute would be no answer to that problem. 

For the committee to recommend any change in the statute would instead 
only invite substitute amendments, unnecessary new legislative history con- 
tributing to unforseen interpretations of any change that might be adopted, and, 
at the very least, renewed litigation and harassment of American business and 
industry by those who desire to enlarge the scope of for-hire transportation 
monopoly. 

The Commission’s statement of “Justification for Recommendation No. 4” 
(the amendment provided in S. 1677, and H. R. 5825) is as follows, with our own 
comments interpolated in italics: 

“The attached draft bill is designed to make clear that certain forms 
of for-hire motor carrier transportation in interstate and foreign commerce 
are subject to economic regulation by the Interstate Commerce Commission. 
{That already is clear.] 

“One of the problems of most serious concern to the Commission in its 
administration of the Interstate Commerce Act is the growing practice of 
persons engaging in for-hire transportation of property by motor vehicle 
under the guise of private carriage for the purpose of evading economic 
regulation to which common and contract carriers are subject; private 
earriers being subject only to the Commission’s hours of service and safety 
regulations. [Jt has not been shown that there is any such growing 
practice, but if there is, it is a result of failure to enforce the Act, and 
not of any deficiency in the Act. 

“One of the subterfuges most commonly used in this connection is the 
‘buy-and-sell’ method of operation whereby bills of sale, invoices, etec., are 
issued to make it appear that the commodities being transported are those 
of the vehicle owner. [Assuming that such a practice ewvists to any sub- 
stantial extent, or that it might in the future, how would changing the 
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statute help to eliminate it?] This practice does not, in the Commission’s 
opinion, constitute private carriage as defined by the court in the Lenior 
Chair case (Brooks Transportation Co. v. United States, 340 U. S. 925), in 
which the ‘primary business’ test was applied, i. e., whether the primary busi- 
ness of the transporter is transportation or some other business activity to 
which transportation is merely incidental. On the contrary, the real business 
of persons engaged in this type of buy-and-sell activity is, in fact, transporta- 
tion, and the movement or carriage of property performed by them is not 
in the furtherance of any primary or bona fide business enterprise other 
than transportation. [Then why tamper with an already clear and ade- 
quate statute?) 

“There are a number of truck owners engaged in such so-called merchan- 
dising exclusively, transporting, sometimes in both directions, commodities 
which they have purchased for sale at destinations. Generally, the ‘sale’ 
price of the merchandise is the cost at origin plus an amount equal to or 
slightly less than the transportation charges of authorized for-hire carriers, 
either rail or motor. In most instances it is difficult, if not impossible, for 
the Commission to determine whether such transportation is a bona fide 
merchandising venture or is a subterfuge intended to provide transportation 
for hire without the required certificate or permit, and without payment of 
the transportation tax. [There should be no undue difficulty, if the Com- 
mission enforces the law intelligently and energetically, but, even if there 
were, how would changing the statute help? The same is true of the trans- 
portation tar, under which the Internal Revenue Service applies the present 
primary business test.] 

“In addition, manufacturers and mereantile establishments, which deliver 
in their own trucks articles which they manufacture or sell, are increasingly 
purchasing merchandise at or near their point of delivery and transporting 
such articles to places near their own terminal for sale to others, such trans- 
portation being performed only for the purpose of receiving compensation for 
the otherwise empty return of their trucks. Sometimes the purchase and 
sale is a bona fide merchandising venture. In other cases, arrangements 
are made with the consignee of such merchandise for the ‘buy-and-sell’ 
arrangement in order that the consignee may receive transportation at a 
reduced cost. [Any such cases are a clear violation of the present Act. 
The Commission should enforce it.] 

“As a result of these practices, a large amount of freight which would 
otherwise move by rail or authorized motor carriers is being transported 
by motor vehicle over long distances under ‘buy-and-sell’ arrangements. 
[That has not been shown, but assuming it to be the fact, it is a result 
entirely of lack of enforcement of existing law.] Where this co-called 
private carriage is a subterfuge for engaging in public transportation, it 
constitutes a growing menace to shippers and carriers alike. [Jt need not 
be, if the Commission would enforce the law.] It is injurious to sound 
public transporation, and promotes discrimination between shippers and 
threatens existing rate structures. [Jf it does, the fault lies with the Com- 
mission, rather than with Congress.] It was to curb such practices that part 
II of the Interstate Commerce Act was enacted. [And it should be 
enforced.] 

“The Commission has found that it is most difficult effectively to cope with 
this problem under the present provisions of the act. [Why should that be? 
But, again, even if it be so, how would changing the act make it less difficult?] 
It is therefore urged that section 203 (a) (17) be amended, as recommended, 
so as to spell out more clearly that anyone who purchases, transports, and 
sells property for the purpose of fostering a highway transporation business 
is engaging in a public transportation service and shall be deemed to be a 
common or contract carrier by motor vehicle. [That would not be clear. It 
could only substitute new confusion for the present clarity, and new harass- 
ment of legitimate business and industry.] It is believed that enactment of 
the proposed measure would be of substantial aid in correcting the abuses 
which have arisen in the name of private carriage and in carrying out the 
national transportation policy declared by Congress. [What possible sound 
reason could there be for any such belief? We submit there is none.] It is 
not intended that the proposal should in any way interfere with legitimate 
private carriage.” [The committee can best prevent such interference by 
rejecting amendment of the statute and calling upon the Commission to 
enforce it.] 
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The new subsection 203 (c) proposed by the Transportation Association of 
America, with changes suggested in the statement of the Chairman of the 
Interstate Commerce Commission, is more of the legalistic obfuscation which 
threatens the simple, realistic, commonsense “primary business test” established 
under the present provisions of the act. 

That proposed new subsection, providing that “no person shall engage in any 
transportation business for compensation,” etc., like the proposed new subsection 
203 (c) provided in the bill S. 1384, providing that “no person shall engage in any 
transportation for compensation,” etc., would directly invite a renewal of litiga- 
tion to establish the now discredited “compensation test.” 

The Private Truck Council of America, Inc., on behalf of nontransportation 
businesses of all kinds engaging in legitimate operation of trucks in their own 
businesses, is unalterably opposed to all such proposals for amendment of the 
Interstate Commerce Act, and respectfully submits that they should be rejected 
by this committee. 


STATEMENT CF Dr. HAMPTON K. SNELL, PROFESSOR OF TRANSPORTATION, THE UNI- 
VERSITY OF TExAsS, AUSTIN, TEx., TRAFFIC AND TRANSPORTATION CONSULTANT TO 
CARRIERS AND INDUSTRY 


My name is Hampton K. Snell, currently on leave as professor of transportation 
at the University of Texas, to devote full time to consultation with various indus- 
tries in the Southwest on traffic and transportation matters, and to do some 
important writing of textual material in transportation. My varied experience 
in transportation has extended over 34 years, and includes employment by rail- 
roads, railroad associations and bureaus, motor carriers of freight and passengers, 
airlines, inland waterway carriers, a wide variety of industry, and several Federal 
and State agencies and organizations, integrated with more than 30 years of 
teaching traffic management and other transportation subjects. I have appeared 
on numerous occasions as a witness before the Interstate Commerce Commission 
and various State regulatory commissions. I believe that this wide experience 
in all phases of transportation should enable me to present this subcommittee 
with a few ideas worthy of consideration. 


FACTORS CHIEFLY RESPONSIBLE FOR THE DETERIORATING RAILROAD SITUATION 


In my estimation the factors chiefly responsible for the situation in which the 
railroads as a whole now find themselves are: (1) the passenger deficit and 
its associated problems; (2) unrealistic labor and wage practices; (3) the exist- 
ence of too many and too complex railroad corporations; (4) too much duplica- 
tion of facilities and lack of coordination both among the railroads and with other 
carriers such as trucks and barge lines: (5) burdensome and excessive taxation, 
particularly at municipal, county, and State levels; (6) inadequate research into 
most modern methods, operating equipment and practices, and relations with 
customers, including ratemaking procedures; (7) inability to obtain capital for 
improvements and modernization. Undoubtedly there are additional factors, 
of varying decrees of importance, including (8) excessive regulation at both 
Federal and State levels. 


1. Problem of the passenger deficit 


In the opinion of most observers of the transportation situation, the railroads 
should be permitted to abandon unprofitable and unnecessary passenger service, 
particularly if it can be replaced adequately by bus service. Acting on the basis 
established by a decision of the Supreme Court of Texas, the Texas Railroad 
Commission has established a criterion in hearing passenger abandonment cases 
that the carrier needs to prove principally that the service is being provided at a 
substantial loss and that there is no possible chance of overcoming such loss. 
As a result most if not all of the light-traffic passenger runs in the State of Texas 
have been taken off, even between major cities. While it is my opinion that such 
abandonments have been excessive and sometimes unwise from the viewpoint of 
public relations, the carriers have been relieved of the financial burden. By 
minor amen (ment of the present Interstate Commerce Act, or by vigorous enforce- 
ment of section 13 of the present act, the more reluctant State commissions still 
impeding such passenger service adjustments could be brought into line. 
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10 PERCENT PASSENGER FARE TAX AND 3 PERCENT FREIGHT TAX SHOULD BE REPEALED 


Repeal of the present 10 percent Federal tax on passenger travel tickets would 
be of some assistance, but probably too late to reverse the trend of declining 
passenger travel by rail. As an aid to all common carriers, but especially the 
railroads, this inequitable, unwise, punitive relic of wartime restrictions should 
have long since been repealed. 

Using a normal American family of four members as an example, and assuming 
that they would take advantage of the railroads’ family fare plan, it would cost 
that family between 16 and 20 cents per mile to travel by rail first class. If the 
10 percent tax is added to that cost, or approximately 2 cents per mile, it can 
readily be seen that the tax alone equals approximately the cost per mile of 
gasoline (at 30 cents per gallon and 15 miles per gallon) to run the family car, 
the most important competing mode of passenger transportation for all common 
carriers. 

The railroads are in part responsible for their own passenger service troubles. 
It must of course be realized that not all carriers are equally guilty of:some of 
the practices that have driven passenger business elsewhere, but most are. 
Because of the inevitable rules of seniority, train crews, and station employees 
tend to be the oldest, least suited to meet the public, the crabbiest of employees 
and most indifferent to the whims and needs of public relations and the demands 
of salesmanship. The airlines have exploited not only the attractions of speed 
and newness of equipment, but the “pretty girl sell” of courteous and attractive 
hostesses and counter attendants, very few of whom stay on duty so many years 
that they develop unfortunate attitudes toward the public. 

For several years I made it a practice to query my students in university classes 
about their attitudes toward various forms of transportation, with reasons for 
such opinions. Especially when my classes were composed chiefly of veterans 
of World War II and of Korea, the overwhelming attitude was one of dislike of 
railroad passenger service, with the reason most often given that of discourteous, 
indifferent, inefficient employee service, principally from train crews and dining 
ear employees, with lesser complaints about equipment, especially on troop 
trains. Whether they know it or not the railroads succeeded in alienating a 
whole generation of potential customers of their passenger service, and, although 
I have never made a scientific study of whether such attitudes carry over to the 
freight business, I am of the opinion that to a considerable extent they do. 

As one who has traveled more than 500,000 miles on railroads throughout the 
Nation, I could fill this record with examples of service designed to drive away 
passenger business. It could be summarized as ignorance or indifference of 
both management and employees to customer relations. The personal service 
involved in passenger transportation is one of the most difficult and delicate 
businesses in the world, and a study of history will show that virtually no 
common carrier passenger business is successful for more than a few years before 
it declines and dies and is replaced by some other transport form. 

For defense purposes, junking of all rail passenger cars could be prevented 
by the Department of Defense buying the equipment at depreciated value and 
mothballing it for emergency use. 

The railroads could reduce their passenger deficits by eliminating excessive 
duplication of service between competitive points, by additional pooling of 
equipment, by improving ticketing and reservation procedures, by more realistic 
pricing of passenger services. 

As an example of the last point, many rail runs are now more costly than the 
competitive air fare, not including the added cost of meals on the slower rail 
service. With the higher first class fare added by the railroads to the high 
pullman charge what amounts to a hotel room charge becomes excessive. For 
example, for the overnight run from Austin to St. Louis, the difference between 
the base coach fare and the first class fare added to the lowest price Pullman 
charge (roomette) plus the 10 percent tax makes $28.84. The traveler can 
obtain quite a luxurious hotel accommodation for that amount plus a good deal 
of additional luxury of meals and service. 


2. Unrealistic labor and wage practices 


The witness has had numerous occasions to study competing forms of trans- 
portation, especially that of private truck operations by industry. Such obser- 
vation is overwhelmingly convincing that the most important unsolved problem 
of the railroads is “featherbedding” and all of its related evils, and it is the 
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one subject that railroad management, elected representatives, and labor leaders 
will do the least about. 

The forms of transportation with which the railroads are most competitive 
are almost free of “featherbedding,” except on the racket ridden waterfront and 
around terminals. If a new, more efficient and more powerful truck is intro- 
duced, most of the benefits of that truck’s added capacity or reduced cost per 
ton-mile can redound to the operator; if a new, more powerful and more efficient 
towboat is placed on the rivers, with equipment that make possible safer and 
faster operations, crews either remain the same or are sometimes reduced, and 
the benefits of cheaper operation reach the management, the owners, and the 
shipping public in lower rates and better service. Such improvements on a rail- 
road can be and often are completely or partially nullfied by union restrictions, 
or even threatened by punitive measures, such as the demand for a fireman on 
every unit of a diesel locomotive. A few railroads have managed to lengthen 
the runs of train crews but generally at the higher wage cost, and thus in part 
nullify the chief advantage made possible by the general introduction of diesel 
locomotives. This witness personally encountered an example of union restric- 
tions in clerical procedure: While I was gathering material for preparation of 
an exhibit to be introduced before a regulatory commission, to save time I 
wished to work on a Saturday, checking through certain files and extracting 
certain items of statistics. Working by myself the job probably would not have 
taken more than a few hours. I was advised by the management of that par- 
ticular railroad office that I could not be allowed, by union rules, to perform 
the task myself, but would have to be accompanied by five clerks and assistants, 
all on time and a half overtime. 

If the subject of undesirable and unnecessary labor rules were thoroughly 
explored and the carriers were allowed to eliminate such restrictions, I estimate 
that not only would their costs be reduced at least 25 percent but their efficienency 
would be improved, employee morale would be increased, more college trained 
people would be attracted to railroading, and wage rates for the remaining em- 
ployees could be increased. In some instances services now scheduled for 
abandonment could be retained for public benefit. 

For many decades, but particularly since the end of World War II, wage 
negotiations on the railroads have proceeded at all levels on a monopolistic 
basis, i. e., on the assumption that any costs added by increased wage rates 
would automatically be passed on to the shipping public. For awhile such a 
procedure was possible, but under the present conditions of severe competition 
it is no longer feasible, possible, nor intelligent. 

As a traffic consultant to a group of shippers in Texas and the Southwest, 
and a member of several traffic leagues composed of the traffic representatives 
of a variety of industries. I have firsthand knowledge that industry, even those 
which in the past have been sympathetic to railroads, will no longer accept 
the practice of paying an unending succession of higher rates to cover an unend- 
ing succession of higher and often unearned wages. The ink is hardly dry on 
one rate increase before the unions are negotiating for the next wage increase. 
While it seems like a forlorn suggestion, it is nevertheless made, that Congress 
amend the railway labor laws to require elimination of all “featherbed” practices 
and require that all wage negotiations include public consideration of shippers’ 
needs, general economic conditions, and other heretofore ignored factors. 

Until the present archaic labor rules and practices are corrected, all the 
demanded relief from regulation, permission to integrate all forms of trans- 
portation, and even governmental aid if granted by Congress would be of no 
avail. Five men in every diesel switch engine crew and similar practices could 
easily offset anything gained. 


8. Consolidation should be encouraged 


In 1920 consolidation of railroad companies was considered the panacea to 
solve the then existing railroad crisis. Some consolidation on a comparatively 
minor scale did take place. The principal reasons why consolidation was not 
generally practiced was the opposition of management and labor-management 
was unwilling to undertake the work and loss of position involved and labor 
vigorously opposed the inevitable loss of jobs which consolidation involves. 

Although one of the disadvantages resulting from consolidation is the crea- 
tion of larger and more unwieldy organizations, perhaps even less fit to com- 
pete with the smaller and more agile competitors, my opinion is that con- 
solidations should be encouraged, the process made easier by less regulation, 
and that the now existing labor restrictions which tend to make consolidation 
less desirable by nullifying its benefits be removed. 
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4. Coordination of existing facilities is desirable 

During the depths of the great depression of the 1930's, coordination was the 
panacea to solve the railroad crisis of that period. Despite the efforts of the 
Federal Coordinator’s Office, comparatively little was accomplished. Coordina- 
tion means elimination of unnecessary and duplicative service, equipment, and 
facilities; use 1 terminal to replace 2 or 3 terminals, 1 station instead of 
2, 1 track in place of 2 parallel lines, elimination of duplicate LCL services, 
such as forwarders, railway express, and LCL freight. 

Coordination also means using existing forms of transportation as efficiently 
as possible. The railroads have indicated that they would like permission to 
operate other forms of transportation, or to integrate, as it is generally called. 
This Nation is already suffering from a surplus of transportation; we have 
too many railroads, too many trucks, especially those privately operated, and too 
many automobiles. From the viewpoint of the national welfare the more sen- 
sible and economical procedure would be to coordinate existing agencies ; extend 
the process of hauling truck trailers and other containers on railroads and 
barges and intracoastal ships; exchange freight as freely as possible between 
rail, truck, and barge lines. Hundreds of examples now exist where such 
coordination is working well, the shipping public is satisfied with it or it 
wouldn’t be using it; why reverse the process and create more duplication and 
more competition? 

With the Nation spending a disproportionate part of its capital and earnings 
on transportation, and infinitely more to come with the space age, every effort 
should be made by Congress, the regulatory agencies, and the transportation 
industry to use our present and future transport facilities to their maximum. 
Congress could expedite the coordinative process by removing some of the labor 
restrictions which now destroy much of the benefit from such projects. 


5. Railroads pay more than fair share of taxes 


Because of the nature of the railroad business and the inequitable system 
of taxation existing in State and local governments, the railroads unquestion- 
ably are taxed unfairly. The Board of Investigation and Research, created by 
Congress in 1940 to study, among other major objectives, taxation of carriers, 
sofound. Other studies have reached similar conclusions. 

In 1946, as a project of the subcommittee on taxation of the railroad 
committee for the study of transportation, I made an extensive study of the 
problem, resulting in publication of a monograph, widely distributed, called 
Inequality of Taxation Among the Several Forms of Transportation. Among 
the conclusions of that study were: 

“Under normal economic conditions the principal railroad tax is the 
property tax paid to State and local governments, although Federal income 
taxes assumed first place in war years.” 

Another conclusion was: 

“Railroad retirement and unemployment taxes constitute normally the 
second largest tax burden on the carriers and, compared with other forms 
of transportation, are higher in percentage, on a broader base and inequit- 
ably administered. Such discrimination should be abolished.” 

The latter discrimination Congress could do something about if it wishes to 
do so. The first discrimination as practiced by local and State governments 
with their overemphasis on the property tax, is mostly beyond the power of 
Congress. However, if Congress finds the railroad problem really acute and the 
situation desperate enough to warrant drastic forms of aid, the unfair burden 
of local taxes could in part or to a large extent be offset by tax relief at the 
Federal level. On those years when a railroad has earnings which result in 
the usual corporation income taxes, a tax credit or refund could be allowed, with 
the proviso that such funds so freed from Federal taxation should be used for 
capital improvements of a stipulated nature, thus encouraging the railroads to 
modernize for their own competitive benefit. 

The railroads probably could aid their own tax cause if they would combine 
their efforts in selected States or areas where property taxes are especially 
onerous, as they have done in New Jersey, and secure legislative or judicial 
relief. It would not solve their tax problem merely to increase their competitors’ 
tax burdens, but would chiefly result in more expensive transportation in an 
already overpriced situation. 
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6. Railroads need more research 


For a period of more than 2 years in 1945-47 this witness served as assistant 
to the vice president, research, of the Association of American Railroads. Among 
my duties was to direct and help prepare a very extensive and complete report 
on railroad research, past, present, and future. As part of the same project— 
the work of the railroad committee for the study of transportation—another 
group, under the direction of a man who is now president of one of the largest 
railroads in the United States, issued a report which strongly recommended a 
greatly increased program of research, including basic research, and criticizing, 
directly and by inference, lack of an adequate program in the past. That 
report was never officially issued or published, because the industry’s spokesmen 
did not approve. 

About 2 years later, the report that I directed was tentatively issued, in- 
cluding an extensive set of recommendations for centralized research somewhat 
similar to that conducted by such utilities as the American Telephone & Tele- 
graph Co. and the Radio Corporation of America. Other recommendations in- 
cluded additional research in customer and public relations, into simplified rate 
structures and procedures, reservation procedures and interline accounting, 
combined research with car and locomotive builders on improved equipment, 
lightweight equipment, roller bearings, and associated wheel and axle problems, 
right of way maintenance procedures, and a recommendation for improved cost 
accounting and machine accounting methods. For some reason best known to 
the executives who censored all reports, none of those recommendations ever 
appeared for public scrutiny, and all the report included as finally published was 
a lengthy praise of past research, small as it was in total effect, but no recogni- 
tion that anything else needed doing. Strangely enough, some 11 years later, 
the railroads are beginning to centralize some of their research, as in Chicago, 
and are just starting some research into customer relationships and some efforts 
toward rate and tariff simplification. So much more needs to be done! No 
form of self-help could be more useful than a research program patterned on 
the lines of the aforementioned corporations and many others principally in the 
manufacturing field. 


7. Sources of capital needed by carriers 


One of the basic elements or factors of our American capitalistic system is 
the constant renewal of modernization or replacement of capital equipment. 
Such change is almost a must for survival under competitive conditions. With- 
out question the railroads have been handicapped by the unwillingness of most 
investors to purchase railroad securities, particularly stocks. Such a condition 
existed prior to 1920 and led inevitably to overcapitalization by the use of bonds 
and consequent widespread bankruptcy in the 1930's. Actually those railroads 
which went through drastic reorganization and shrinkage of bonded debt are 
mostly in the best financial condition at the present time. 

For many years before 1947 I had observed and been on the receiving end 
of the railroads’ propaganda program of arousing public sympathy toward their 
actual or alleged inequalities in regulation and public aids to their competitors. 
During all that time I could detect no noticeable change in the public attitude, 
nor any apparent sympathy for the plight of the railroads; if anything, the re- 
verse was true, for more and more was being spent on highways, airways, air- 
ports and riverways. Obviously some change in tactics was necessary. 

Some years ago the National Resources Board made a suggestion that the 
railroad problem might be eased by having the Federal Government take over 
the rights of way, like they were highways, and lease or rent them back to the 
carriers for use, thus avoiding the problems of having tremendous sums of 
capital tied up in fixed property, with high interest charges invariable in rela- 
tion to the tides of business fluctuations. The carriers objected strenuously to 
any such proposal. 

CREATE RAILWAY LENDING AGENCY 


While a member of the research staff of the Association of American Railroads, 
I developed a proposal whereby the railroads could obtain the necessary supply 
of capital for improvements when conditions such as exist today again arose. 
Unquestionably the railroads are vitally important in national defense and should 
be kept in good condition physically and financially. If the Nation can justify 
the building of multilane highways, waterway improvements and harbor facili- 
ties, forest and land conservation, endless schemes to assist the farmers, then 
just as logically some form of financial aid can be extended to the railroads. 
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My suggestion is: A special board be created by Congress, composed of the 
necessary experts in railroad transportation and defense needs, empowered to 
develop an extensive list of railroad and other transportation projects, determine 
the sums of money necesary to construct them, including rolling stock and repair 
shops, and then either lend the required amounts to the carriers, or if private 
funds are available by government underwriting and guaranty, use that method. 
In such a fashion outright socialistic processes could be avoided, capital could 
be obtained by the carriers, “face” could be saved, private enterprise preserved 
in its essentials, industry and the carriers aided and the Nation would obtain 
much-needed physical improvements to our railroad and transport system. 

The projects could take the form of grade and curve reductions, new terminals, 
new freight stations and necessary equipment, repair shops, signal and CTC 
systems, interchange with truck and barge lines, new and shorter lines at 
strategic ports or on especially important rail routes, improved bridges, passing 
tracks, various kinds of containers, any sort of a major facility deemed by the 
experts as essential to national welfare. The carriers would then be required 
to repay the loans over an appropriately long period of time and low rates of 
interest; actually for most carriers the savings made possible by the improve- 
ments would allow them to repay the loans, with the added benefit of improved 
competitive ability. As suggested by one or more of the rail witnesses in this 
hearing, such funds might be used to purchase rolling stock which could then 
be leased by a private company to the railroads, with the loan underwritten or 
guaranteed by the Government, as is done in part for steamship lines. 

Since the United States is obviously not going to change essentially its policy 
of harbor and river improvement, highway construction, and airport and airway 
aid, then the only way by which real equality of physical competition can be 
obtained is by some such plan as above outlined. 

Incidentally after presentation of my plan the officer of the AAR ordered 
me to destroy the suggestion. Now some 12 years later a somewhat similar 
proposal appears from high officials of the railroads. 


COMMUTER SERVICE AID NEEDED 


As part of this same problem, but also a part of the passenger-deficit problem, is 
the suggestion that city and metropolitan areas assist commuter railroads in 
bearing some of the financial burden of providing commuter service. In my 
opinion, no rate structure high enough to pay all the costs of providing commuter 
service could possibly be successful because it would drive away the very traffic 
it is trying to serve; the recent history of transit traffic and transit fare struc- 
tures in all parts of the Nation proves that contention. However, obviously 


* Congress can do nothing about this problem unless it is willing to put the Fed- 


eral Government into the financing by subsidy, when it appears to be more 
suitable for municipal and area solution. 


8. Some easing of regulation desirable, but how? 


Most of my academic colleagues seem to be of the opinion, as expressed at 
annual meetings of the American Economie Association and in published papers, 
that some easement of the present rigors of regulation of the railroads should 
be granted. As a representative of several important shippers I find somewhat 
less enthusiasm among traffic representatives for relaxation of regulation. This 
is especially true among those industries located in the interior, away from the 
effects of water-compelled rates or where truck competition is not of the strong- 
est. These shippers have long memories of past rate experience—ask the cham- 
bers of commerce of such interior points as Spokane, Salt Lake City, and 
Phoenix; I do not believe they would favor a return of strictly competitive 
conditions of ratemaking. Competition from the trucking industry, except in 
the matter of service, will not, in my opinion, be sufficient to keep rates at 
reasonable levels at interior points. The rate history of the past few years, 
where railroad rate levels have increased more than 100 percent (working rate 
levels are actually somewhat lower) shows that trucklines, also afflicted 
with unions which demand ever increasing wages regardless of any increase in 
productivity or general business conditions, merely follow the lead of the rail- 
roads, and every rail increase is promptly followed by an almost identical truck 
rate increase. 

Only the barge lines have kept their rates on a more modest basis and have 
probably, alone among the common carriers, exerted a restraining influence 
on rail rates. The other major restraint has been that of private truck operations. 
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SECTION 22 


As a member of the Hoover Commission Task Force on Transportation in 1954, 
and after hearing from a representative group of industrial traffic men, along 
with other members of the subcommittee, I favored abolition of section 22 rates, 
both as aid to the carriers and as a means of abolishing special favors for the 
Government. The railroads, however, objected to such abolition and thus served 
to perpetuate a condition which actually in most instances cuts their own re- 
venues. 

Actually, in my opinion, the chief problem faced by both the railroads and. 
the trucklines in the matter of competition lies in the field of exempt carriers 
and exempt commodities. This would not be eased by merely allowing the 
railroads a free hand in making competitive rates, but involves a stronger degree 
of control and a revision of the definitions of exempt commodities. 


FOURTH SECTION REPEAL DESIRED AS SOLUTION TO RAILROAD PROBLEMS IN 1930'S 


In the 1930’s the railroad concentrated on getting the fourth section of the 
Interstate Commerce Act repealed, alleging that if they could just get rid of 
that section, they would again compete and eventually would be prosperous. 
The so-called Pettengill bill almost succeeded in passing both houses of Congress, 
but was stalled in a Senate committee. Later the railroads went on to one of 
the most prosperous periods in their history, their intercoastal and intracoastal 
steamship competitors almost vanished from the scene and most of the trans- 
continental railroads are among our most prosperous carriers. But again the 
urge is to allow greater freedom of competition as a major solution of present 
difficulties. A careful study of past history would indicate there are many other 
factors which must be considered in establishing the degree of regulation to be 
imposed ; competition left least regulated resulted in excesses of low rates to 
competitive points, highly variable and undependable rates disastrous to an 
orderly way of doing business, and monopolistic rates—it was a combination of 
all of these results which led to regulation in 1887 and subsequent strengthening 
of the Interstate Commerce Act. 


SOLUTION OF RAIL PROBLEM DOES NOT LIE IN USER CHARGES ON COMPETITORS 


Theoretically it is desirable for all those who benefit from facilities provided 
by Government to pay for such service in some form of user charge; this applies 
to ocean shipping in channels and harbors, Great Lakes vessels using the connect- 
ing rivers and locks, airlines using airway radio ranges and radar and CAA 
services, municipal airports and weather service, trucks and automobiles on the 
highways, pleasure boats and barge lines on the rivers and canals, cities using 
water supplies made better by dams and river controls built by the Corps of 
Engineers. Logically farm benefits should also be paid for by the farmers. 

Actually, if user charges were applied to the rivers and canals, there would 
be several effects: (1) some services would go out of business; (2) some coal 
movements would stop entirely and the fuel would probably be burnt near mine 
mouth and electricity transmitted long distances, as from Hoover Dam to Los; 
Angeles; (3) a considerable proportion of the petroleum products would be 
handled by pipeline; (4) some or all of the long distance transportation such as 
from Pittsburgh to Texas would cease to move and the products needed in Texas 
would be manufactured on the seaboard, made from raw materials produced 
in foreign countries and hauled by sea, with the land part of the haul as it is 
now, by rail or truck to pipeline site. 

Even if all the common carrier barge business was diverted to the railroadsi 
it would not solve their problems as it is so minute compared to their total 
revenues as to be insignificant. 

The solution of the railroad problem lies elsewhere than in the ee 
of user charges on their competitors ; it lies deep within the industry, a composite 
of wages and personnel practices, technological development and obsolescence, 
managerial attitudes and abilities, willingness of the industry to solve jointly 
some of the problems of coordination and consolidation, of research, of utilization 
of all legitimate sources of capital for modernization and continued technological 
development. 
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SUMMARY OF THE STATEMENT OF DR. HAMPTON K. SNELL 


The passenger service deficit problem is one of the major problems of the 
railroads and would be aided in solution by municipal assistance to commuter 
lines, easing of abandonment restrictions, and abolition of the tax on travel. Im- 
provements in personnel attitudes and training in service techniques would aid. 

A major problem is the elimination of “featherbed” practices; no real solu- 
tion of the railroad problem is possible without such elimination. Shippers will 
no longer accept rate increases automatically following wage increases. 

Consolidation and coordination of services should be encouraged by legisla- 
tion allowing realization of the benefits of such achievements. Coordination 
among the several forms of transport is preferable to allowing railroads to 
operate all services, thus muddling an already over-competitive situation. 

Railroads carry more than a fair share of taxation, mostly at local govern- 
ment level. This needs correction by joint action by the carriers or by a scheme 
of tax relief by the Federal Government. 

Research programs in every phase of railroading are greatly needed, on a 
centralized basis, comparable to that of American Telephone & Telegraph Co. 

Additional capital is needed to modernize and improve competitive ability. 
This could be provided by a special agency to lend necessary funds on long term 
basis at low interest rates for approved projects of value to national defense. 

Some easing in the rigidity of regulation is needed, but shippers oppose any 
major relaxation of fair rate provisions. Regulation resulted not only from 
monopoly practices, but too much competition, discrimination, and variations in 
rates. 

Section 22 should be abolished. 

Establishment of user charges on competitors will not solve the railroad 
problem ; it lies in greater research, coordination, cooperation, and modernization. 


STATEMENT ON CURRENT PROBLEMS OF THE TRANSPORTATION INDUSTRY 


(By Thurman W. Van Metre) 


For many years I have been a student of the transportation industry; of 
its history, its operations, its economics, its services, its pricing policies and 
practices, and its relations with government. Though I have, in my studies, 
dealt with all modes of transportation, I have devoted major attention to 
railroad transportation, which until fairly recently was by far the most 
important segment of the transportation industry in the Western World. 

A few weeks ago I was invited to speak briefly at a conference held to 
discuss some of the current problems of transportation in the United States. 
I took as my subject: Ragnarok? * * * the word, Ragnarok, followed by a 
question mark. 

Most of us are familiar with the story. In Norse mythology the legendary 
belief was that some day the wicked frost giants of Jotunheim would finally 
triumph over the gods, with whom they waged constant battle, overthrow and 
destroy Asgard and Valhalla, and bring to their death virtually all the Norse 
gods and goddesses, including Odin and Thor and the beautiful Freya. For 
untold eons of time thereafter the heavens and the earth would be encompassed 
in the chilling, killing embrace of ice and snow. This destruction of the 
ancient Norse deities and their home was Ragnarok * * * the Twilight of the 
Gods * * * or, as the Germans have it, Gitterdiimmerung. 

One may wonder what impelled me to select a subject so pervaded with 
gloom and doom. The answer is simple. I am profoundly concerned—perhaps 
curious would be a better word—about the future of the railroads of the United 
States. Are we witnessing their twilight? 

The railroad has always had an enormous fascination for me. When I was 
a boy I loved to watch railroad trains; I loved to read about railroads; to look 
at pictures of locomotives and cars; and to play with the small toy trains 
then available; and among my most thrilling youthful experiences were the 
infrequent journeys I made on railroad passenger trains. At an early age I 
became familiar with such names as Stephenson, Allen, Cooper, Stevens, Pull- 
man, Westinghouse, Janney, Vanderbilt, Gould, Hill, Harriman, Stanford, and 
many other names borne by men who had a leading part in the construction 
and technological development of the American railroad system. While my 
memory does not quite run back to the completion of the Union-Central Pacific 
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line, or even to the adoption of the uniform gage, I can remember watching 
brawny workmen replace iron rails with rails of steel on the railroad which 
passed through the Indiana village where I was born; I can remember when 
cars were held together with link-and-pin couplers, when most trains had no 
air brakes, when passenger trains were heated with coal stoves and lighted 
with oil lamps. I can remember when all cars, both freight and passenger, were 
made almost entirely of wood; when the few block signal systems and inter- 
locking plants were nearly all manually operated; when train dispatching was 
carried on entirely by brass-pounders manipulating telegraph keys; when switch- 
ing was done by the push and pull of a locomotive, and hump yards were 
unknown; when there were no depressed or elevated tracks in through 
passenger terminals, and passengers had to risk life and limb passing between 
trains and waiting rooms. 

I lived through the Golden Age of the American Railroad. Like many others 
old enough to rember the late years of the 19th century and the early years 
of the 20th, I did not believe that the steam railroad could ever be successfully 
challenged as a commercial carrier. The Iron Horse was the most useful draft 
animal the world had ever seen or ever would see, and the steel highway was 
the road upon which our fortunes would always ride. 

This belief, like many other beliefs, proved to be an illusion. The steam 
railroad, as such, is already gone, the puffing locomotive, with its mournful 
whistle, replaced by a diesel powerhouse with the bellow of a bull moose, 
Now I am beginning to wonder if the present railroad is going to survive, 
and if it does, what it will be like a generation hence. One of the strange 
anomalies I find in the railroad business today is that whereas the first lines 
were built to carry only passengers and their baggage (in some States indeed 
early railroads were forbidden in their charters to transport freight), most of 
the railroads are now trying to get rid of their passenger traffic, some by direct 
means, and others by means, which to say the least might be termed a trifle 
devious. Some of the lesser lines have already divested themselves of all 
passenger business. There are many cities in the United States today, with 
a population of 10,000 and more, which no longer have railroad passenger 
service. Such a condition was unthinkable a few years ago. 

Are we entering the twilight of the gods? Is railroad transportation, which 
had so very much to do with making this country and many other countries 
strong and great, reaching the end of the trial? One cannot be sure. But this 
seems to be certain. Railroad transportation is on the way out, if it does 
not undergo some comprehensive changes. 

Probably the greatest scientific theory propounded during the 19th century 
was Darwin’s theory of the origin of the species and the relationship between 
survival and environment. As we look back over history, history of which 
we have written records, and history told only in the strata, the stones and 
the fossils which our geologists, biologists, archaeologists and our anthropolo- 
gists uncover and read for us, we cannot help being impressed by the fact that 
the life of many organisms is at best but brief. Among organisms we must 
include not only plants and animals, but peoples, institutions, and even in- 
dustries. Nations, religions, governments, and customs have risen, reached 
maturity, grown old, and died. Some institutions, such as the family and 
many religions, have a surprising vitality; others have had fleeting careers. 
The transitory character of so many things has been emphasized in many a 
story, essay, and poem. Many of you have heard the story of the Indian prince 
who wanted a suitable motto for his large emerald ring. The motto finally 
chosen from the many that were offered was simply: “This too shall pass away.” 
All of us can bear witness to the impermanence of the mortal edifices, whether 
products of the hand or of the mind. For example, this generation has seen 
the decay of that system of government called monarchy, which only a couple 
of centuries ago was widely held to have been directly established by divine 
power and therefore eternally indestructible. We have all seen industries 
rise, flourish for a brief day, and depart. Some of us may remember the 
remarkable network of interurban electric railways which lay like a gigantic 
spider’s web over a few central States, and lasted less than a single genera- 
tion. How many magazines did you once read that are now ne longer 
published? How often have you read news items during recent weeks telling 
of the folding of daily papers, many of them more than a century old? How 
many makes and models of automobiles can you name which are now no 
longer with us? 
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The cause which leads to the extinction of an organism is not far to seek. The 
organism simply fails to adjust itself to its environment. The environment is 
constantly changing, and unhappily the organism can seldom control or direct 
the change. If it does not have the power and the will to adjust, it perishes. 
Adjustment is the price of survival. 

It might be noted in passing that some organisms can and do adjust themselves 
to unexpected environmental changes. A few years ago most of us thought that 
DDT had brought to an end the pestiferous common housefly. But the clever 
fly was too smart for us. By some internal readjustment it was able in the 
course of a few generations to render itself immune to DDT. A little more than 
a decade ago, in my summer home in Vermont, I would spray the porch railings. 
and furniture with DDT, and not see a housefly for 2 or 3 weeks. If I try now, 
they come in droves to drink the stuff before it evaporates. 

What causes changes in environment? In the case of living organisms, plants 
and animals, we may have natural changes, changes in climate and topography. 
The temperature and the moisture content of the air may change; mountain 
ranges may rise where once the sea rolled and tossed; oceans may replace 
plains and prairies. But in large part the change of environment consists in 
the appearance of new organisms, new species of plants and animals, which 
challenge their predecessors for dominion. From the beginning the world has 
been the scene of a savage, relentless competitive struggle. As we look back 
over history, written in the rocks or on clay tablets and sheets of bark and 
paper, we find that very often the disappearance of one species of organism has 
coincided very closely with the appearance of a rival species which demonstrated 
its superiority in a competitive struggle for existence. It may be that every 
organism carries within itself the seeds of its own destruction; but it may be 
that some carry within themselves the ability to overcome adversity and survive, 
if they have the will and the energy to make use of this ability. 

There are two facts about the railroads which are of outstanding importance. 
One is that their environment has undergone an astounding change; and the 
other is that they have not thus far adjusted themselves to this change. They 
have at times struggied to do so, but in most respects the struggle seems to have 
been a losing battle. 

The most significant environmental change, of course, has been the appearance 
of rival forms of transportation, the rise and growth of facilities which a little 
more than three-quarters of a century ago were commonly regarded as the fan- 
tastic nightmares of the first crop of modern writers of science fiction. A new 
source of power—the internal combustion engine—wrought a complete revolution 
in the transportation industry. It brought into existence the highway motor 
vehicle and the airplane, to alter the old horse and buggy mode of private trans- 
portation, to challenge the long cherished leadership of the railroad as a com- 
mercial carrier, and even to drive out the steam engine as the chief agency of 
power on the land and water vehicles to which the world had for many years 
been accustomed. It produced a revolution in transportation more striking 
and more momentous than the revolution brought about by the steam engine 
a century earlier. 

The railroad has never adjusted itself comfortably to the environment created 
by this startling new 20th century competition. There are many reasons for its 
failure to do so. 

In the first place, railroad management sadly underestimated the future poten- 
tial of its rival. The early automobiles were regarded everywhere with a mixture 
of derision and disdain. When light trucks first made their appearance as 
earriers of freight, the railroads were appealed to again and again to adopt 
for their own, and to make use of this facility so ideally suited to do what the 
raliroads did the most inefficiently and at the highest unit cost. Such appeals 
fell upon deaf ears. The railroad, it was said, had nothing to fear from the com- 
petition of the truck, and nothing to gain by making use of it. The situation 
which rapidly developed has always reminded me of the remark which Brutus 
made to his friend, Cassius : 


There is a tide in the affairs of men, 
Which taken at the flood leads on to fortune; 
Omitted, all the voyage of their life 

Is bound in shallows and in miseries. 


Translated into modern vernacular, this means that the railroads “missed 
the boat”—or it might be more appropriate, in view of the events and the charac- 
ters involved, to say that the railroads were “asleep at the switch.” 
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As highway transportation went on growing to the point where it. offered 
serious competition in the carriage of freight, the railroad industry assumed an 
expression of sorely injured dignity, adopting the position apparently that the 
railroad had a long established “vested right” in all freight transportation by 
land, and that any interloper which had the temerity to challenge this right 
should be incontinently suppressed. The railroads suffered from what, for want 
of a more suitable expression, might be called the delusion of grandeur. I still 
receive speeches, articles, and bits of propaganda which purport to show that the 
final victory in the competitive struggle must inevitably go to the railroads 
‘because they are demonstrably the low-cost producers of commercial transporta- 
tion. All I can do is smile a little wearily and ask, if this is true why have they 
Jost much more than half their passenger business and a substantial portion of 
their freight business. 

Some of the reasons for the fading importance of the railroad are purely his- 
torical in character. The most important of these reasons is that though the 
United States has long been a Nation—an economic whole—instead of a some- 
what loose aggregation of insulated and often warring local regions made up of 
single States or of groups of States, we have no national transportation system. 
Virtually all of our railroads were originally planned as local lines to serve 
single cities or at most a State, and our present systems were formed largely 
by piecing together these local enterprises. We have never had a transcontinental 
railroad ; no line was ever built for the express purpose of connecting New York 
and Chicago, our two largest cities. There is hardly a State in the Union 
which has not had a railroad bearing the name of the State, followed or pre- 
ceded by the word “Central.” Many of these names still abide, though they have 
long since lost their initial significance. There are not a half dozen lines of 
railroad in the United: States the construction of which derived from a consid- 
eration of which might be called the grand strategy of national interest, either 

commercial or political. 

I should like to add here that despite what we should have learned from our 
unplanned, sprawling railroad system, we seem to be proceeding (and maybe 
the railroads can take some comfort from this) to repeat the same mistake in 
a gigantic $50 billion program of highway construction by the Federal Govern- 
ment. This huge fund seems destined to be parceled out among the States which 
supply matching funds, to establish more firmly and rigidly a highway system 
which reflects little or no regard for the economic interest of the Nation as a 
whole. Why cannot this money be spent in making a beginning at least in the 
construction of a truly national highway system? Neither politics nor pork, 
neither the selfish local interests of single States or of regions or sections nor 
the fear of injuring or of promoting the fortunes of any private interest should 
be permitted to stand in the way of the adoption of a plan and a program 
which would be conducive to the improvement of our facilities for national 
defense and to the development of a sound and stable national economy. 

All of our railroads—or at least most of them—are presently suffering from 
the existence of unused capacity. A few months ago, Mr. David I. Mackie, 
the chairman of the Eastern Railroads Presidents Conference, made a speech 
before the Commerce and Industry Association of New York, which he called 
“The Twenty-Hour Week.” In this address he showed how the commutation 
traffic in and out of New York City was highly unprofitable to the Long Island 
Railroad and other commuter carrying railroads because most of the traffic 
was crammed into 4 hours of a day, and during the remainder of the day labor 
and equipment were unused. Now all he said about the commuter railroads 
ean be applied with equal force to our entire railroad net. I have often taken 
a motor trip over a highway which for many miles ran parallel to a railroad. 
Mile after mile, as I drove along, I would see hundreds of motor vehicles going 
in both directions, but I was lucky if I saw a single railroad train, either freight 
or passenger. This would not be true, of course, for all railroads, for a few of 
them still have a fairly high density of traffic. 

This condition of unused capacity marks one of the great differences between 
highways and railroads. Take a look at New York. The costly passenger 
terminals of the Pennsylvania and the New York Central, built and opened 
with great fanfare early in the 20th century, are a heavy drain upon the re- 
sources of those roads. Since they were built though, two great tunnels and a 
magnificent bridge have been built to accommodate highway traffic between 
New Jersey and Manhattan Island, and other highway tunnels and bridges have 
been built to connect Manhattan with other boroughs of the city. All of these 
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wew highway facilities are prosperous enterprises: Their revenues not only 
‘amortize the cost of the structures and pay for current operating expenses, 
‘but supply funds with which other transportation facilities have been or are 
being constructed. They are being used, much of the time to full capacity, and 
unhappily some of the time to more than capacity. 

I mention this matter primarily to call attention to what I believe has been 
‘a mistake by the railroads in their cost accounting practices. For several years 
‘they have tended to minimize the importance of fixed costs and claim that out- 
0f-pocket costs constitute a much larger portion of total costs than was once 
thought to be the case. In rate making the fixed costs can be apportioned to 
‘traffic as the judgment of the carrier dictates. By reducing the ratio which 
‘fixed costs bear to total costs, the railroads have lost much of the maneuver- 
ability in rate making which they once possessed, and have less flexibility of 
‘action in adjusting rates to meet the exigencies of competition. 

Unfortunately, the chief response of the railroads to the decline of their 
‘traffic has been to appeal to the Interstate Commerce Commission for permission 
‘to make substantial across-the-board increases in their rates. When these 
appeals met with favorable action on the part of the Commission, the result 
‘was that wherever the increases went into effect there was usually a further 
diversion of rail traffic, especially to motor vehicles. In many areas, however, 
‘where the railroads were meeting the competition of intercoastal carriers or 
earriers on inland waterways, it has been a notorious fact that the increases 
sanctioned by the Commission were never put into effect. 

Despite the maintenance of the low competitive rates where water carriage 
was available to shippers, there has been, in recent years, a surprising growth 
of waterborne traffic in our domestic commerce. In fact, the most striking 
aspect of the current trend in freight transportation has been the rapid develop- 
ment of barge traffic on our inland waterways. This increase in canal, river, 
and lake tonnage does not so much represent a diversion of traffic from railroads 
as the development of new traffic, much of which has found its way to water 
carriers. 

Here, a word of explanation may be needed. While the railroads have not 
increased materially the rates on traffic for which they may have been competing 
with water carriers, the substantial increases of the rates on traffic in areas 
where rail and highway transportation were available, and water transporta- 
tion did not exist, resulted in a shift of industry from those areas to locations 
on inland or coastal waterways, where not only were rail rates lower but water 
transportation, often more advantageous and even cheaper than rail service, 
was readily available. Moreover, the plants of many new industries, and the 
new plants of older industries, engaged in the production of what we often 
call heavy goods, suitable usually for shipment in bulk or in large containers, 
have shown a noticeable tendency to be erected on the shores of navigable 
waterways. There has been a pronounced shift in the plant locations of the 
steel industry, and numerous new plants of the chemical industries have sought 
a haven where water transportation is offered. 

Another factor in the growth of inland water traffic is that the carriers on 
our waterways have not oblivious to the advance of technology in all fields 
of industry, and especially in transportation. One has only to take a fleeting 
glance at the barges and the motive power now employed on such streams as the 
Mississippi River, and compare them with the equipment in use a quarter of 
a century ago, to realize that revolutionary changes in the facilities and methods 
of transportation have not been confined to domestic carriers by land and by air. 

That waterborne traffic will continue to grow I have not the slightest doubt. 
And though it may be true that much of the traffic will not represent a direct 
loss by railroads to competing carriers, it will represent in a large measure 
traffic of which the railroads would once have had the lion’s share. A few 
years ago, we were having a lively debate over the advisability of building the 
St. Lawrence seaway. I did not believe, at one time, that this waterway, if 
opened, would cut much of a figure as a transportation faculty, though I 
favored its construction because of the electric power it would make available. 
I have changed my mind. I think today that because of increases in railroad 
rates and for other reasons the exporters and importers on the Lake States will 
make extensive use of the seaway. 

When we add to the actual loss and to the theoretical loss of railroad traffic, 
the diminution of heavy traffic caused by the astounding change in the char- 
acter of the fuel employed in the production of heat and power in America, and 
also consider the effect of the construction of great pipelines for the trans- 
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portation of much of the fuel which has supplanted coal in powerplant, factory, 

farm, and home, we begin to understand some of the causes of the present 
sorry state of the railroad business. And do not forget that we have just one 
foot on the doorstep of the long, long, corridor leading to the age of atomic 
energy. 

The railroads seem to be caught between the upper and the nether millstones 
of competition. A few years ago when the railroads possessed a virtual 
monopoly of commercial transportation by land, their traffic could be roughly 
divided, from a ratemaking standpoint, into three broad classes. One class, 
of comparatively high value, could and did bear rates which not only paid its 
out-of-pocket costs, but made a contribution to fixed costs considerably greater 
than would have been justified had only the volume and the weight of the 
traffic been taken into account. Then there was a second class which paid 
its out-of-pocket costs and also made a “reasonably” adequate contribution te 
fixed costs. And finally, there was a third class, which sometimes paid its 
out-of-pocket costs, but at the best bore only a modest portion of the burden 
of fixed costs. Some of this third class of traffic not only failed to stand any 
part whatever of the fixed costs, but did not even pay its out-of-pocket costs. 
This method of ratemaking created a situation which has been aptly described 
as “duck soup” for the emerging highway competitors of the railroads. The 
motortrucks found it easy to capture much of the high-rated traffic, the rail 
rates being so high in many cases that the truck operators did not have to labor 
exhaustively over the calculation of their own costs to know that the business 
would yield a comfortable profit. Increases in railroad rates have not led to 
the recapture of this high-rated traffic. Indeed they have led only to a further 
diversion of business to the motor carriers. And the growing efficiency of 
water carriers, even in the absence of significant advances in competitive rail 
rates, have led, if not to a direct loss of traffic by the railroads, at least to the 
sacrifice of a large amount of business which once the railroads could have 
claimed as their own. From above and from below the traffic of the railroads 
is subjected to a ceaseless, inexorable process of grinding. 

I want to emphasize my belief that the decline of the railroad has not been 
due solely to questionable rate policies and practices on the part of the rail 
carriers. The plain matter of fact is that the imponderable laws of progress 
have caught up with the railroads. The fault does not lie in the economics 
of rate making. The trouble, insofar as the railroads are concerned, has been 
that under modern technology, there has been born a new economics of trans- 
portation. The railroads have been plunged into a new economic environment. 
I do not think they have understood it; I am sure they have not been able to 
adjust themselves to it. 

The steady advance of railroad rates has also been one of the major causes 
of a noteworthy dispersal of American industry. Factories are springing up 
to supply the needs of many localities for products which at one time could be 
hauled economically from manufacturing centers many miles away. We seem to 
be witnessing a greater regionalization of our economy. Whether this is for the 
better or for the worse I do not pretend to know, but it will, if long continued, 
have an unfavorable effect upon railroad business. 

One thing more I should like to mention which has handicapped the railroads. 
The legislative climate has for many years been unfavorable for nearly all kinds 
of transportation, but particularly for the railroads. There are several reasons 
for this. In the first place all the early laws for the regulation of railroads were 
enacted in response to a widespread public demand that something be done to 
prevent the railroads from indulging in the flagrant and arrogant abuse of power 
which they once held over the national economy by virtue of their strongly 
monopolistic position. This monopoly has to some extent been dissipated by the 
pressure of competing forms of transportation, but let no one think that it has been 
entirely destroyed. There are still many somewhat isolated industries, indus- 
tries which produce heavy articles such as coal, ore, stone, and gravel, which 
depend solely upon the railroads for long distance transportation service. Let 
the railroads be given complete freedom once more to decide what constitutes a 
“reasonable rate,” and these industries would be placed at their mercy, to rule or 
to ruin. 

But despite the fact that the ancient railroad monopoly does not have the 
pervasive character which it once possessed, the memory of the traditional 
“public-be-damned” attitude of a large portion of the railroad industry has not 
been entirely effaced. Whether deservedly so or not, in many quarters the rail- 
roads still retain the “bad name” which they once earned. And let it not be 
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forgotten that the railroads are themselves responsible for the rise and develop- 
ment of the public antagonism, and the unfavorable legislative climate, of which 
they often bitterly complained as being unfair and oppressive. 

The railroads have achieved an almost unspotted record of fighting with might 
and main against every effort which has been made to enact laws to abolish the 
notorious abuses of which they were once so plainly guilty. When defeated in 
legislative halls and in the courts, they invariably resorted to evasion and 
subterfuge in an effort to circumvent the law, and to persist in the commission 
ef acts, which if not violative of the letter of the law, were unquestionably con- 
trary to its spirit. No other industry has been more active in the employment of 
men to whom Theodore Roosevelt once referred as those “most influential and 
most highly remunerated members of the bar in every center of wealth (who) 
make it their special task to work out bold and ingenious schemes by which 
their very wealthy clients, individual or corporate, can evade the laws which 
are made to regulate in the interest of the public the use of great wealth.” 

Whether the unfavorable legislative climate which surrounds the railroads 
means that the sons are receiving visitations due to the sins of their fathers, or 
whether it means that there is some lack of appreciation of our transportation 
problems in legislative assemblies, I am not prepared to say. There is probably 
some truth in both of these ideas. 

I believe that on the whole the Government has been good to the railroads. I 
am sorry that I cannot say the railroads have been good—good either to the 
Government, or to the public, or even to themselves. 

I realize that I have painted a somewhat gloomy picture. But I think it is 
justified. I believe that if the railroad industry goes on as it is going now, the 
days of a large part of our great railway net are numbered and the lines which 
do not succumb, say within 50 years, are going to live precariously. 

On the other hand, I think there is a large place in our economy for a revitalized, 
prosperous railroad industry—and for the transportation industry as a whole, 
which of course we can never dispense with, if we are to remain a civilized, indus- 
trially prosperous Nation. There are many things which I believe should be done. 
I shall mention a few which I deem to be the most important. 

I put first the necessity of correcting historic mistakes. We can and we 
should have a wisely planned railroad system. This means, first of all, the con- 
solidation of existing lines in such a way that wasteful duplication of rail facili- 
ties may be eliminated. In many areas, especially in the east, where population 
and industry are the most dense, we must simply accept the fact that highway 
transportation should replace much of our railroad transportation. There are 
many miles of track which should be either abandoned or converted into highways. 
All elimination of trackage and consolidation of remaining lines should be re- 
garded and carried out solely as an engineering project, with not too much con- 
sideration of the losses which will inevitably be incurred because of neeessary 
eorporate and financial readjustments, and with no vain regrets over the fact 
that a great many railroad officials and other employees will have to be displaced, 
and either have to find other employment or have the benefit of specially created 
funds which as a matter of course should be provided. I do not approve of con- 
solidations which have the appearance of being mere “marriages of convenience,” 
such as the proposed consolidation of the New York Central and the Pennsylvania. 
The purpose of railroad consolidation should be to bring into existence a national 
system of railroads which could be operated with maximum efficiency and 
economy. 

Next in importance, I believe that we should have an integrated, or what some 
people call a coordinated system of transportation, in which all public carriers 
should be required to cooperate in the interest of adequate and economical public 
service. This does not mean that railroads should be authorized to swallow 
competing carriers by highway or by inland waterways. Nor should the rail- 
roads be permitted to adopt and pursue competitive practices, either with respect 
to rates or service, which are designed merely for the purpose of strangling com- 
petitors which, because of inferior financial resources, would be placed at an 
extreme disadvantage in a cut-throat competitive struggle for existence. The 
persons who had the initiative, the foresight, the ability and the imagination to 
build up the transportation facilities which in recent years have brought competi- 
tion once again into the transportation business, are entitled to a measure of 
protection against wanton destruction. Coordination can and should be brought 
about by the establishment of joint rates and joint services among all types of 
earriers. 
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I realize that the abandonment or the elimination of many railroad facilities 
and services will be regarded with somewhat tearful regret by many individuals 
and by many communities. But somehow it has always been true that the path 
of progress must be bordered with the casualties inflicted upon those for which 
the race was too strenuous. When I think, somewhat mournfully perhaps, of a 
possible future mortality among railroads, my mind goes back to an item which 
appeared more than a century ago in the Courier, a newspaper published in 
Northampton, Mass. The item reads: 

“Last Wednesday, 4 superb stage coaches, each drawn by 6 noble horses, 
passed through town, on their way to Columbus, Ohio. They were from Worces- 
ter and were formerly running between that town and Boston, and also on the 
Norwich road, both of which are rendered comparatively useless for stages in 
consequence of the railroads.” 

I am hopeful that we can have a better legislative climate for railroads and all 
other forms of transportation for hire, and a greater degree of willingness on the 
part of private interests, large and small, to submerge their special selfish ends 
for the good of the national economy. If private interests are too blind or too 
stubborn to read the signs indicating the course which future development should 
take, it may be that some of the things I have mentioned can come to pass only 
through an intermediate step of Government ownership and operation of our 
railroads. I realize that the very suggestion of such a step horrifies and dismays 
a great many people. But there is no reason for fright. There are quite a 
number of good capitalistic, private-enterprise countries which have long owned 
their railroads without becoming slavish adherents to the doctrines of Karl Marx. 
New York City owns and operates its subways without showing any detectable 
signs of following in Russia’s footsteps. I hope, however, that if the Federal 
Government should ever take over the railroads, it will strike a better bargain 
than New York City did for the obsolete, worn-out, dilapidated equipment which 
it purchased at a fantastic price from the virtually bankrupt private transit 
companies of the city. 

I, for one, earnestly hope that it will not be necessary for the Government to 
take over the railroads in order to bring about the reorganization and improve- 
ments so plainly needed. Such a step should not be necessary, though it may 
possibly be unavoidable. And it will be unavoidable unless we are willing to 
swallow the somewhat unsavory fact that the railroads in this country are in a 
precarious condition and must sooner or later acknowledge the fact of which 
hitherto they seem to have been unaware, that they are living in a new world of 
transportation and must comport themselves accordingly. Let it be understood, 
however, that Government ownership is not to be adopted for the purpose of 
“bailing out” a faltering railroad structure and perpetuating the practices and 
policies which have brought railroads to their present unhappy state. If the 
railroads themselves do not have the courage and the vision to bring themselves 
into step with modern technology and economics, the Government may be forced 
by circumstances to undertake an unwelcome task. But let not the fundamental 
nature of the task be overlooked or forgotten. 

One more point and I will have done. We are living in a new age. It is a 
dangerous age, without doubt the most dangerous age the human race has ever 
encountered. The stubborn fact is that we are in deadly peril, not just the people 
of America, but our friends and our enemies all over the world. Can we reach a 
happy solution of our new problems? A solution that will enable us to pick up 
and sort the scattered and tangled threads of life, adjust ourselves to a strange 
and almost bewildering environment which man himself has done much to create, 
and enter upon a period of progress compared with which all previous advances 
of civilization will seem in retrospect to have been puny and inconsequential? 
Nobody has the answers to these questions. But if they are to be answered 
properly, there must be a vast amount of straight thinking, assiduous application 
to the tasks at hand, and above all, imagination. I quote from a recent editorial 
in the New York Times: “We expect imagination and insight from our scientists 
and engineers seeking to produce weapons for defense. Is there not an equal 
need for imagination and insight from those charged with leading the much 
greater effort to secure a permanent peace?” 

The problems of transportation must also be attacked with understanding; 
insight, and above all, with imagination. ' 

I do not know what the future holds for the railroads and our other transporta- 
tion agencies. However, I am enormously curious about it. I have always had 


a lively curiosity about everything, and especially about the past. I have done - 
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much reading in the history of the ideas, the institutions, and the spiritual, moral, 
intellectual, and material progress of humanity. In some of my classes I used 
to speculate idly for a few moments about the future of the world, and once I 
said that I wished I could make some kind of deal, under which, instead of living 
for say 20 consecutive years, I could have the 20, one at a time, every 50 years. 
As age creeps upor me, I find that my aversion to permanent departure arises 
much less from concern about what awaits me in the hereafter, than from fear 
that my curiosity about the future of the world may remain forever unsatisfied. 
It would be great fun to come back to life for a year every half century—and I 
wonder, if I could return in 2008, and look at the great transportation industry, 
if the evidence would show that the period through which we are now passing is, 
for railroads, the “Twilight of the Gods.” 


PRIVATE CARRIER CONFERENCE, INC., 
Washington, D. C., April 10, 1958. 


Hon. Georce A. SMATHERS, 
Chairman, Subcommittee on Surface Transportation, 
Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 


DEAR SENATOR SMATHERS: We are pleased to enclose a copy of a statement by 
Mr. R. J. Van Liew, chairman, on behalf of the Private Carrier Conference, Inc., 
of American Trucking Associations, Inc., in connection with recent hearings on 
transportation problems. 

It is respectfully requested that this statement be included as a part of the 
record in these hearings. 

Thanking you for past favors, 

Very truly yours, 


Vincent L. O'DONNELL, 
Managing Director. 


STATEMENT OF R. J. VAN LIEW, ON BEHALF OF PRIVATE CARRIER CONFERENCE, INC. 


The Private Carrier Conference, Inc., welcomes this opportunity to express 
its viewpoint for recordation in connection with hearings being held by your 
subcommittee dealing principally with the alleged deteriorating condition of the 
Nation’s railroads, and the possibilities of new legislation designed to alleviate 
their problems and stimulate their general welfare. 

The Private Carrier Conference has a great interest in these hearings, and 
particularly proposals being advanced dealing with private motor carriage and 
its effect upon the transportation system of this country. The Conference is an 
independent, autonomous organization composed of over 3,000 manufacturers, 
farmers and distributors, all of whom operate private motortrucks in conjunction 
with their principal business. It is affiliated with American Trucking Associa- 
tions, Inc., and 50 State trucking associations. 

This Conference is fully cognizant of the vital importance of the Nation’s 
railroads to the national economy. Members of this organization are in the 
dual capacity of both shippers and private carriers. In addition to the utilization 
of company-owned vehicles, our members annually turn millions of tons of 
freight over to both railroads and for-hire motor carriers of all types. We are 
vitally interested in promoting a strong and healthy for-hire transportation 
system. We are also most strenuously opposed to any type of legislation which 
would limit or curtail a shipper’s present freedom of choice in transportation— 
his right to ship by rail, water, motor, or air or to use his own motortruck 
equipment, if and when service, cost or convenience considerations so dictate. 

A considerable amount of time has been devoted at these hearings to a dis- 
cussion of the 3 percent transportation tax and its harmful effects upon for-hire 
carriers of all types. Several witnesses have completely overdramatized the 
effect of this tax as a factor in inducing shipper utilization of private carriage. 
Actually, it is the collective experience of our large membership that this tax 
is at best an insignificant factor in making such a determination. Service, 
dependability, supervision, convenience, customer goodwill, traffic movement, 
balanced loads, as well as cost considerations are the primary factors motivating 
a private operation. The committee should also discount the charges that only 
big business is in position to provide its own truck fleet and that small business, 
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of necessity, must ship by common carrier and pay the tax. The fact of the 
matter is that private carriage is predominately engaged in by the smallest of 
businessmen since a truck goes hand in hand with many such enterprises. Most 
small garage repairmen are private carriers since a truck is an integral part of 
the business. All of the small laundries are private carriers, too. Even the 
one-man beer or soda-pop distributor has a truck in his business. It is service 
considerations that dictate the use of private motor carriage—not the transporta- 
tion tax. Nevertheless, the Private Carrier Conference is in full sympathy 
with railroad proposals that this tax be repealed. The following resolution wag 
adopted by our executive committee as long ago as January 23, 1957: 

“That the position of the Private Carrier Conference with respect to the 3 per- 
cent transportation tax is that the common and contract carriers who are required 
to pay the transportation tax actually pass such tax along to the shipper, and 
since all of the members of the Private Carrier Conference represent operating 
departments of shipper organizations, that they feel that they, in truth and in 
fact, are those upon whom the tax burden ultimately rests. The transportation 
tax has presented real difficulties in collection and administration so that the 
net revenue gains are insignificant compared with the enormous pyramiding of 
the tax which results in higher and higher costs to the consumer. The con- 
ference rejects the argument that the burdens of the tax be equalized by also 
making such tax applicable to private carriers, and is in full agreement with the 
American Trucking Associations, Inc., in opposing such extension of this tax, 
and calling for its repeal.” 

Another subject appearing to be of great interest and concern to the railroads 
is the so-called agricultural exemption contained in the Motor Carrier Act. Here 
again the conference offers no decided opposition to railroad proposals, since 
we have no position either for or against expansion or limitation of the exempt 
commodities list. We do, however, demand equality of treatment which will 
permit private carriers, along with all other types of motor carriers, to haul 
exempt commodity traffic under any legislation which may be approved by 
Congress. 

Of most vital concern to members of this conference are repeated proposals, 
particularly being advanced by railroad witnesses during the course of these 
hearings, that additional legislation be enacted to more pointedly clarify the 
scope of private motor carriage. We say at the outset that any such legislative 
proposal, if enacted, would have immediately harmful and perhaps disastrous 
effects upon all businessmen and farmers who operate their own vehicles for 
their own account. 

Private motor carriers today operate under the present definition contained 
in the act. Our rights and our limitations under this statute have been clearly 
and satisfactorily set forth as a result of prolonged ICC and court proceedings 
instituted for that basic purpose. The fundamental concept of private carriage, 
as a matter of fact, has the solid affirmation of the United States Supreme 
Court. 

Members of your Senate subcommittee, therefore, can fully understand the 
great alarm and concern with which this conference would view any change 
in the present statute since any such action would open the door wide for 
relitigation of all of our present rights. 

The railroads and other proponents of legislation in the private-carrier field 
piously disclaim any intent to injure legitimate bona fide private carriers. The 
objective, they assert, is to provide the Interstate Commerce Commission with 
additional statutory authority so it may seek out and stamp out illegal truck 
operations, under which an unauthorized carrier actually performs for-hire trans- 
portation service under the mantle of private carriage. 

The Private Carrier Conference holds no brief for these so-called buy-and- 
sell truckers whose specious claim to private carrier status lies in the trans- 
porter’s real or rigged ownership of the goods while in transit. We vociferously 
decry their operations and seek their elimination with the same intensity and 
determination as the for-hire carriers and the ICC. 

To deal with this problem by tampering with the definition of a private 
carrier, however, is an anomaly of the most flagrant nature. It is definitely an 
illegal for-hire carrier problem and must be dealt with as such. The clear and 
simple answer is that enforcement is needed—not another law. If the ICC 
inspectors were properly advised as to the present requirements of the law, and 
especially the primary business test, a mere showing of title to goods would 
not be treated as conclusive of private carrier status. The true test under 
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present law is whether transportation is in furtherance of the transporter’s 
primary business—not merely where title to goods lies. Proper enforcement, 
not legislative change, is the only answer to the problem. 

Those persons who engage in buy-and-sell operations are not private 
earriers under present law, and are, in fact, violators of the present law. 
They cannot be reached simply by passing a new law; since, obviously, added 
respect for the law in general cannot be instilled merely by changing phrase- 
ology. 

Those who risk punishment for illegal operation will continue to do so under 
any law, and the only persons who might be injured by adoption of any new 
amendments would be those who are now conscious of their responsibilities and 
who abide by the limitations of the existing statute. 

In essence, what we are saying is what we have said to the Commission 
on a number of occasions already. “Buy and sell” operations may be controlled 
only by effective law enforcement, not by changes in legislative enactment. 
Effective enforcement is just as possible and perhaps more so under present 
law as it would be under proposed changes. 

The Conference does not merely offer lip-service in its approach to this 
problem. We have discussed the matter at length with members of the In- 
terstate Commerce Commission and are far from convinced that the Commission 
has exhausted its present administrative powers in dealing with “buy and sell” 
operators. Certainly there have been one of two court decisions with which the 
ICC may not particularly agree, but in the long run the courts of the land have 
adopted the primary business tests as the real and proper test in deciding upon 
the bona fide nature of private carriage. Even a layman can understand 
this standard. It states simply that if a truck operator is performing a trans- 
portation service in furtherance of a primary business activity other than trans- 
portation, then he is a private carrier. On the other hand, if it is decided 
upon the facts that the primary business of the truck operator is trans- 
portation, and that his trucking activities are not carried on as an adjunct to 
another nonecarrier business, then he is in fact a carrier for-hire and must 
of necessity have a certificate or permit for such transportation. 

As a result of these discussions, the ICC is now embarking upon an intensive 
enforcement program to eradicate this evil in the transportation field. Several 
key cases are now being actively prosecuted in a deliberate move to test the 
present statutory authority of the Commission in dealing with these problems. 
The Private Carrier Conference has volunteered its full support to the Com- 
mission in processing these cases, and has full confidence that the present law 
and the primary business test provides adequate adminstrative machinery to 
enable the Commission to emerge from these proceedings with the firm approval 
of the courts. 

In the meantime, we again reiterate our unqualified opposition to any change 
in private truck legislation which we feel would destroy not the illegitimate 
truck operators, but the substantial rights of all bona fide private carriers so 
as to limit their freedom of choice now secure under the primary business test. 
Nobody anywhere, at any time, has yet offered any genuine or substantial evi- 
dence that the present law does not offer sufficient statutory authority to the 
Commission in dealing with the illegal for-hire carrier problem. The primary 
business test, as established by the United States Supreme Court, is the only 
real standard by which this problem can be solved. The ICC is now embarked 
upon an all-out enforcement program. There is no pressing need for another 
law. We implore the subcommittee to discard these current proposals in the 
same manner as it has discarded similar irresponsible proposals in the past 


STATEMENT OF NEEDHAM B. CorRELL, TRAFFIC MANAGER OF R. J. REYNOLDS To- 
BACCO Co., WINSTON-SALEM, N. C., IN OPPOSITION TO PROPOSALS TO ELIMINATE 
LEAF TOBACCO FROM THE EXEMPTION GRANTED AGRICULTURAL COMMODITIES BY 
SEcTION 208 (b) (6) or Part II or THE INTERSTATE COMMERCE ACT 


My attention has been directed to statements made before your committee by 
representatives of the Association of American Railroads and of the American 
Trucking Association in behalf of legislation that would prevent or limit the 
movement of leaf tobacco as an exempt agricultural commodity. 

I desire to present views in opposition to the proposals being made that would 
prevent the transportation of leaf tobacco from being included within the 
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exempt status of agricultural commodities as now provided for by section 203 
(b) (6) of the Interstate Commerce Act. In the interest of conserving time 
of the committee, I seek permission to present these views in the form of this 
written statement rather than seeking time to make an oral statement at a 
meeting of the committee. 

Leaf tobacco is grown to some extent in about 25 states. The heavy produe- 
tion of bright leaf and burley tobacco is to be found in the southeastern States 
extending from Florida on the south to Virginia, West Virginia, and Kentucky 
on the north, with some burley tobacco being grown in the States of Indiana, 
Ohio, and Missouri. There is a large quantity of a special-type tobacco pro 
duced in Maryland. In addition, other special types are grown in Connecticut, 
Massachusetts, Pennsylvania, and Wisconsin. 

Marketing of the crop begins in Florida and Georgia in July and gradually 
moves northward until the selling season is completed in the more northern 
areas about February the following year. Maryland tobacco is usually mar- 
keted during the selling period extending from April to June. 

During the selling season a group of markets will continue sales over periods 
varying from 4 to 10 weeks. During these relatively short periods large quan- 
tities of leaf tobacco must be marketed and redried as promptly as possible 
to prevent damage to the product. This brief description of marketing prac- 
tices is given in order to show that tobacco is a seasonal agricultural product 
having perishable characteristics similar to many other agricultural products 
which now have and will continue to have an exempt commodity status under 
the provisions of the Interstate Commerce Act. 

To confirm the statement that leaf tobacco is a perishable commodity moving 
in great volume in a relatively short period of time, one has only to refer to 
Statistical Bulletin No. 200, issued by the United States Department of Agri- 
culture. This bulletin contains the latest published official figures and shows 
that for the year 1955, five leaf tobacco markets in the States of Florida operated 
for a minimum of 20 and a maximum of 25 sales days. During this relatively 
short period of time approximately 27 million pounds of leaf tobacco were sold. 
In the State of Georgia there were 23 auction markets that operated for a 
minimum of 21 and a maximum of 30 sales days, and during that period approx- 
imately 167 million pounds of leaf tobacco were sold. 

To avoid burdening the records, reference is made to the above statistical 
bulletin for data showing similar information for other marketing areas. 

Due to its high moisture content, this tremendous volume of green leaf to- 
bacco has to be promptly moved from these auction sales markets to redrying 
plants and then from the redrying plants to storage warehouses 

The conditions existing in connection with the growing, marketing and prep- 
aration of leaf tobacco for aging and storage, in our opinion require that this 
agricultural product continue as an exempt commodity under the provisions 
of section 203 (b) of the act. 

The next point I wish to emphasize is that there is no public need or demand 
for legislation that would prevent leaf tobacco from being handled as an exempt 
agricultural commodity. The advocates of such legislation are representatives 
of transportation lines that have a selfish interest in having such legislation 
passed. In connection with the advocacy of this legislation by a representative 
of the American Trucking Association, the committee should bear in mind that 
the transportation of leaf tobacco by motor carrier is usually performed on a 
special type of equipment known as flat-bed trucks, which are not used in the 
transportation of general comomdities by so-called common carrier truck lines. 
This means that the general commodity motor carrier transportation lines are 

actually not now equipped to transport leaf tobacco, which generally moves 
in hogsheads or in bales, which are not suitable for transportation in the van- 
type equipment in general use by the great majority of regulated carriers 

In addition to these remarks with respect to transportation by motor carriers 
I can state from experience that it is not always possible for rail transporta- 
tion lines to supply the necessary equipment to transport all of the tremendous 

volume of leaf tobacco that must be moved in order to keep the auction mar- 
kets from becoming blocked and the packing plants from having to close down 
due to inability to move all of the tobacco when ready for shipment. The 
point I am making is that the carriers that are members of the organizations 
here advocating legislation that would prevent leaf tobacco from moving as 
an exempt agricultural commodity do not have sufficient equipment to move 
this seasonal product in the volume in which it has to be moved during the 
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short marketing seasons. Under such circumstances it is to the interest of 
farmers, purchasers, and users of leaf tobacco, as well as the public in gen- 
eral, that this commodity should continue as an exempt agricultural product 
under the provisions of the present law. 


STATEMENT OF RaLpH C. WiLGus, DIRECTOR OF TRAFFIC, CARRIER CORP., 
CARRIER PARKWAY, SYRACUSE, N. Y 


My name is Ralph C. Wilgus and I am director of traffic of Carrier Corp., 
Syracuse, N. Y¥Y. Our company has manufacturing facilities for the produc- 
tion of air conditioning and heating equipment in various locations in the United 
States with nationwide distribution. 

We, too, have become disturbed over the situation of the railroads as it is our 
belief that a strong common carrier system is required in the interests of our 
economy. It is very easy to become a “Monday morning quarterback” and to 
destructively criticize. We shall sincerely attempt to be constructive rather 
than merely critical. This subject is one which can be very broad but rather 
than use a shotgun we shall attempt to be specific in dealing with what we con- 
sider to be major, serious issues. 

In the first place, we have followed with great interest and a growing concern 
the various attempts of the past few years to obtain congressional action on the 
subject of regulation of transportation facilities. Our growing concern revolves 
around the fact that in each instance the issues seem to boil down to protection 
of the carriers rather than protection of the public. Each time these matters 
are brought in issue they appear to be reduced to a “fight for survival,” to use an 
expression of one transportation media, between the railroads and the trucking 
industry. The press contains virtually reams of information on the railroads’ 
position or the truckers’ position but little on the interest of the public. We 
submit to this committee that we should revert to the primary purpose of regula- 
tion which is the public interest—and actually do so rather than give lipservice 
only. Sometimes it appears that the commotion raised by the grinding of indi- 
vidual axes obscures the public interest. It certainly makes it difficult of 
ascertainment. 

In almost every discussion of these subjects in which I have either participated, 
or heard, the subject matter winds up at one focal point. This is the pricing 
practices of the carriers or the means of establishing their prices. It is a funda- 
mental point that all carriers should be entitled to a fair profit. We certainly 
feel that all carriers serving our facilities should make a fair profit on their 
transportation services. 

Present regulation has given rise to the theory that rates should be no lower 
than necessary to meet competition. We sincerely believe that this one theory has 
done more to place the railroads in their present plight than any one other 
single factor. Adherence to this theory has only one possible end result—that all 
rates spiral upward to the level of the least efficient carrier. This is the highest 
level regardles of costs or efficiency of operation. Because of the level of rates 
being the highest it might be argued that the railroads should thereby benefit. 
Actually the reverse is true. Historically, a major element of the railroads’ 
price structure has been the principle of “charge what the traffic will bear” or 
specifically that certain commodities can and should bear a greater proportionate 
share of the transportation burden. The concept behind this being generally 
that what is either lost or not made on certain basic commodities would be made 
up on those other commodities which could theoretically stand higher rates. 
This theory undoubtedly worked well when there was virtually a railroad 
monopoly and this theory still has its place of consideration. However, the 
advent of the motor carrier changed this picture drastically. The traffic 
peculiarly susceptible to motor carrier transportation was the higher rated 
traffic. This traffic was lost to the motor carriers in large amounts or, stated 
differently, the traffic primarily lost by the railroads was the traffic on which 
they made up the cost of transporting deficit commodities. Because rates on this 
traffic were historically set high to offset losses on other traffic, such rates can be 
reduced drastically and still be more than adequate to cover costs plus a profit. 
To illustrate, the rates on machinery and machines, for the year 1955, produced 
revenue to the railroads to the extent of 278 percent of the out-of-pocket cost. 
If such rates by railroad were reduced they could recapture much of the lost 
tonnage. This would result in greater volume which is one accepted way of 
bettering the railroad position. 
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However, when the railroads attempt to reduce rates they run head on into 
the theory that rates should be no lower than necessary to meet competition, 
The competitive rates have kept pace with the railroad rates and the net 
result is that the railroads are prohibited from reducing that rate, and thus 
recapture needed tonnage, because the rate would be lower than competition, 
If they are ultimately successful, it is only after long-drawn-out, exceedingly 
expensive litigation for which the public must pay in one way or another. 

I should hasten to inject here that we are not necessarily advancing the 
point of view of the railroads. Rather we are advancing what we believe to 
be the interests of the public. There seems to be little doubt that the rail- 
roads are primarily the low-cost form of transportation. However, the theory 
we have just discussed prohibits the railroads from utilizing this inherent 
advantage and, of even greater importance, deprives the public of this ad- 
vantage. We firmly believe that both the railroads and the motor carriers, 
indeed all modes of transportation as well as the public, will reap great benefits 
if the carriers, including the railroads, would be allowed to price their 
services more in accordance with their actual costs and if the same economic 
and competitive forces which affect private industry were permitted greater 
freedom of interplay in transportation. Nothing forces greater efficiencies 
than competition and greater efficiencies are sorely needed. Please note I did 
not say to eliminate regulation—only that greater freedom and latitude be given 
the carriers in pricing their services. 

I should like to comment at this point on the argument advanced by some 
that such a course as suggested here would ruin competition and force other 
means of transportation out of business, specifically the motor carriers. Speak- 
ing as a receiver and shipper of freight, we could not operate without motor 
carrier service. Our economy is so geared today that motor carrier service 
is an accepted, necessary and integral part of the transportation system. It 
seems apparent that the fear of extermination expressed by the motor carriers 
is not founded upon an accurate appraisal of our present economy or the 
demands of the public. 

We are firmly convinced that one action which will go a long way to accom- 
plish this objective is the enactment of legislation embodying the principles 
of the so-called three shall nots, namely, that the Commission, in establishing 
rates, shall not (1) consider the effect of such rates on the traffic of carriers 
of the same mode or any other mode of transportation, or (2) the relation of 
such charge to the charges of carriers of the same mode or to the charge of 
any other mode of transportation, or (3) whether such charge is lower than 
necessary to meet the competition of carriers of the same mode or any other 
mode of transportation. We, therefore, urge this committee to give favorable 
consideration to legislation to accomplish this objective. 

Another factor we feel to be of vital significance deals with the investiga- 
tion and suspension proceedings as now contained in the law. At the present 
time the burden of proof is placed upon the respondent, or the carrier initiating 
the change in rate or provision. The original intent of this provision was to 
protect the public against unwarranted increases and thus the burden of proof 
was placed upon the carrier to justify the increase. However, today the 
vast majority of such proceedings are not brought by the shipping public but 
by other carriers. In fact, we understand that 98 percent of such proceedings 
are now carrier versus carrier involving reductions in rates. This problem 
must be coupled with the theory that in such proceedings the major proof 
must be whether or not the rate is compensatory. In almost every instance 
such proof is unobtainable, as to an individual rate. Thus, if a carrier in its 
own judgment decides it can reduce a given rate, and does so, it is immediately 
subject to suspension and knows it must submit proof of the individual com- 
pensativeness of the rate. This acts as a most effective bar to such action. 
Viewing this from the other side of the fence brings it more sharply into 
focus. If a carrier objects to a competitive carrier reducing his rate it simply 
files a protest, alleging a destructive competitive practice, and, if suspended, 
need only sit back and let the carrier proposing the rate agonize in futile 

attempts at justification. It is difficult to imagine a more effective means of 
strangling competition. We might comment in passing that under the present 
regulatory concept it almost seems that all competitive practices in rate making 
have degenerated to the level of the destruction of competition. 

We believe that corrective action should be taken by placing the burden of 
proof upon the protestant when the protestant is a carrier. Legislation to 
accomplish this has been before Congress and we would urge its favorable 
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consideration. This would serve to enable the carriers to attain that greater 
freedom we feel to be of vital importance. 

It has certainly not been our intention to cast stones in any direction but 
rather to place before this committee our thoughts after careful consideration 
and experience. However, we do not advance these thoughts as a cure-all or 
antidote for all the problems of the railroads. There are other factors having 
a substantial bearing on the problem and in many ways the railroads un- 
undoubtedly can and should help themselves. We are firmly convinced that 
these two major elements—the enactment of the principle of the three shall 
nots and shifting the burden of proof in investigation and suspension pro- 
ceedings—must be corrected and, if corrected as suggested, it will be a giant 
step in the direction of alleviating the difficult position of the railroads. 


MICHIGAN STATE UNIVERSITY, 
East Lansing, Mich., March 5, 1958. 
Mr. Frank L. Barton, 
Transportation Counsel, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear FRanx: Attached is a statement, prepared by Dr. Edward W. Smykay, 
assistant professor of transportation, and myself, on the matter currently under 
investigation by the Subcommittee on Surface Transportation. I hope it will 
prove helpful to you and the hearing. 

If we can be of any further help to you, please feel free to call upon either of 
us. Inthe meantime, 

Sincerely, 
FraNK H. MossMAN, 
Professor of Transportation. 


STATEMENT OF Dr. FRANK H. MOSSMAN, PROFESSOR OF TRANSPORTATION, AND Dr. 
EpWARD SMYKAY, ASSISTANT PROFESSOR OF TRANSPORTATION, MICHIGAN STATE 
UNIVERSITY 


GOALS OF PRESENT NATIONAL TRANSPORTATION POLICY 


The goals of present national transportation policy at the present time are five 
in number : 

1. Recognition and preservation of the inherent advantages of each of the 
forms of transportation ; 

2. Promotion of safe, adequate, economical and efficient service and the 
fostering of sound economic conditions in transportation ; 

38. Encouragement for the establishment and maintenance of reasonable 
charges for transportation services, without unjust discrimination, undue 
preference, or unfair destructive practices ; 

4. Cooperation of the Federal Government with the several States; 

5. Encouragement of fair wages and equitable working conditions. 


COST CHARACTERISTICS OF THE CARRIER 


The cost characteristics of the carriers which operate in domestic transporta- 
tion may be summarized as follows: 

1. Railroads are characterized by a fairly substantial portion of constant 
costs, and they experience a declining unit cost curve as they haul additional 
cars in a train or haul goods longer distances. 

2. Motor carriers generally have a low proportion of constant costs, and 
the unit cost curve will not decline substantially as goods are hauled addi- 
tional distances. 

3. Inland water carriers experience low constant costs with a relatively 
small dceeline in unit costs with added distance of movement. The water 
carriers do have a total cost curve that, under certain conditions, is the 
lowest of any of the forms of transport. 

4. Pipelines and airlines generally have a high proportion of constant 
costs with declining unit cost curves. 
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THE RATE STRUCTURE 


Rates on particular commodities, however, do not seem to bear any par- 
ticular relationship to the total cost for movement. The rate structure seems 
to be most heavily dominated in all forms of transportation by the value-of- 
service principle. The reason for this is in part historical, based on the gradual 
westward development of the country, and in part on the desire of the ICC 
in pre-World War II days to protect the historical positions of sellers in their 
markets. 

RECENT DEVELOPMENTS 


Prior to the advent of new forms of transportation, it probably would have 
been possible to work out the goals of national transportation policy with 
railroads as the only mass form of intercity movement. At least two develop- 
ments of the past generation have made it much more difficult to attain these 
objectives. First, the advent of the motor carrier, pipeline and inland water 
transport have made it possible for some transportation tasks to be performed 
much more economically than the railroads can do these same jobs. Secondly, 
the rising cost spiral in recent years has forced railroads to raise their rates 
by across-the-board percentages rather than through specific increases. 

What has happened is relatively easy to observe. The railroads have per- 
sisted in keeping their rate structure on a value-of-service basis and raised 
their general levels of rates on this basis. When the motor carrier came into 
the picture, it was relatively easy on many commodities for them to undercut 
the railroad’s published rates. Parenthetically, the motor common carriers 
are also experiencing traffic diversion to contract and private carriers, partially 
because they use value-of-service pricing. 


ASSUMPTIONS FOR THE CONCLUSION 


The declining proportions of intercity freight hauled by the railroads and 
concomitant decreased earnings have brought about a new sense of urgency 
for change of some kind to help the railroad industry. Before stating our 
conclusion, certain basic assumptions will be made: First, it is desirable to 
continue the ownership and operation of the railroads in private rather than 
governmental or quasi-governmental hands; secondly, there will be little 
or no change of present national transportation policy; thirdly, the question 
of subsidization of other forms of transportation is one which will not be 
resolved satisfactorily either by Congress or the executive branches of Govern- 
ment within a relatively short period of time; fourthly, it is economically 
unfeasible to determine accurately the full costs of moving particular railroad 
commodities; fifthly, it is possible to determine the full costs of movement 
by motor carrier, pipeline, and inland waterways; and sixthly, railroad 
managements will do everything within their power to minimize their costs 
of operation. 

THE CONCLUSION 


Within the framework of these assumptions, there is only one principle alterna- 
tive open to the railroads. This is more freedom to price their services in a 
manner which will maximize their revenues. Facets of this freedom to price 
will be discussed in the following paragraphs, under present regulatory philosophy 
and the use of maximum-minimum rate controls. 


REGULATORY PHILOSOPHY 


Present regulatory philosophy, under the inherent advantage principle, seems 
to lead to a reluctance on the part of regulatory authorities to allow rate adjust- 
ments in cases where substantial diversions of traffic will occur as between com- 
peting forms of transportation. This seems to suggest that the present divisions 
of traffic and markets by each form of transportation are holy and beyond the pale 
of economic considerations. This, too, results in a misallocation of resources 
in favor of the more flexible transport agency. Past divisions of traffic may have 
occurred as a result of bad judgment in the pricing policies of railroad manage- 
ment, but even a sinner is allowed to escape purgatory after serving his allotted 
sentence. 

The fact of traffic diversions from rail to mctor has serious potential conse- 
quences to the transportation companies to their customers and to the economy. 
Since rail investment is largely inflexible and long lived, declining trafiic will 
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cause declining profits with adverse effects on the railroads and will also bring 
about the need to raise rates on noncompeting traffic in order to maintain the 
financial integrity necessary to attract investment for plant improvement and 
modernization. Since transportation cost is a real cost of doing business, this 
rising rate structure tends to restrict markets and localize production. It is 
necessary to only look at the automobile industry for verification of this phenom- 
enon. While at one time production of automobiles was largely concentrated in 
the Great Lakes area, it is now scattered over the entire map of the United States, 
with the greatest concentrations near the large markets. Relocations to minimize 
the impact of rising transport costs have brought about great dispersions of indus- 
trial capacity in this industry. The net result of such relocations is to reduce 
the ton-miles of traffic for all transportation agencies. It may also be indicated 
that increased freight rates will cause adverse economic effects to specialized 
agricultural production. This effect has been masked by the price support pro- 
gram ; but as we move toward a freer market in agriculture, the full brunt of the 
increased freight costs will also tend to localize production of agricultural com- 
modities. Ina word, the pull to locate production near the market is accelerated 
when transport costs increase. 

The truckers also fare badly under the inherent advantage clause as presently 
construed, since the rate umbrella, created to protect their share of the market, 
causes them to enter areas of service that they can perform only at high cost. 
This will result in financial difficulties for them or at least increase their vulner- 
ability to slight shifts in the demand for motor transportation. Because of the 
inherent cost charactristics of motor and rail, there is little justification for the 
entrance of trucking companies into long-haul service except under unique circum- 
stances. 

MAXIMUM AND MINIMUM LIMITS 


The railroads should be allowed freedom to price their services within the limits 
which would be imposed by the Commission as minimum and maximum limits. 
There does not appear to be any great danger from railroad usurpation of its 
powers with respect to rates as long as sections 2, 3, and 4 remain in the act 
substantially as they are at the present time. The Commission’s administration 
of these sections seems to have been quite adequate in minimizing discrimination 
based upon persons, places, long-and-short haul relationships, and the aggregate 
of intermediates. 

The principal limitation upon railroad freedom to price would be in the area 
of establishing a minimum rate for particular commodities. The standard which 
the Commission has used for many years in setting minima is that the rate must 
cover the out-of-pocket costs, i. e., the additional cost of handling the traffic. 
The out-of-pocket costs of a railroad are considerably lower, percentagewise, than 
those of motor carriers. ‘Therefore, if the railroad out-of-pocket costs were used 
as the criteria on a commodity where both rail and motor competed for the traffic, 
the railroads would have the financial ability to price many trucklines out of 
business. The Commission has tended to use the out-of-pocket costs of the rail- 
road’s competitors, however, as the minimum level. This has led to the overex- 
tension of the railroad’s competitors and a diversion of rail traffic. 

The minimum level, therefore, must be somewhere between the out-of-pocket 
costs of the railroads and those of its competitors. This “somewhere” is not easy 
to find, but it can be done. It is theoretically and actually possible to construct 
average cost curves for both rail and motor that will show costs of varying weights 
earried different distances. That this has not been done to any great extent does 
not vitiate the conclusion that it can be done. 

In the motor carrier industry, the variable costs are a high proportion of total 
costs while in the railroad industry, the variable costs are a small proportion of 
the total costs. Consequently, because of these conditions, motor carriers have 
greater economies in the relatively short hauls while rail has a distinct advantage 
in relatively long hauls. Construction of these cost characteristics on a graphic 
basis, with cost per ton-mile on a vertical axis and distance on the horizontal 
axis, will result in an intersection of these cost curves, which will indicate the 
relative economics of each, according to distance. To the left of this intersection, 
there is no real necessity for the Commission to abandon its policy of maintaining 
rate minimums at the level of out-of-pocket motor carrier costs. There is real 
danger in using this concept to the right of that intersection. The danger is that 
this rate umbrella leads to overextension of the motor carriers’ route structures 
and in serious diversion of freight from the railroads. 
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The real problem, then, is what should the rate minimums be to the right of 
the intersection of the two cost curves. Minimums should not be as low as 
rail out-of-pocket costs nor should they be as high as motor carrier out-of-pocket 
costs. The determination of the exact point is not the purpose of this paper. 
The Commission has adequate powers within the framework of the present act 
to bring such a change about. Actually, motor contract and private carriers are 
forcing a gradual compression of the rates toward carrier cost, at the present 
time. It would seem to be an obligation of the Commission to institute those 
rate minimums and maximums immediately in order to safeguard the whole 
concept of common carriage for service to the general public. 


GENERAL Foops Corp., 
White Plains, N. Y., March 27, 1958. 
Hon. Grorce A. SMATHERS, 
United States Senate, Washington, D. C. 


My Dear Senator SMaTHERS: Attached hereto is statement submitted on be- 
half of General Foods Corp. in support of legislation which we feel would mate- 
rially assist the present need for a financially strong system of common-carrier 
transportation. It would certainly stop the erosion of common-carrier traffic 
brought about through the liberal interpretation of the present law by the courts. 

Sincerely, 
Ray V. HaRRon, 
General Traffic Manager. 


STATEMENT OF Ray V. Hargon, GENERAL TRAFFIC MANAGER, GENERAL Foops Corp. 


Mr. Chairman and members of the subcommittee, my name is Ray V. Harron 
and I am general traffic manager of General Foods Corp., a Delaware Corp., 
having offices at 250 North Street, White Plains, N. Y. This corporation is en- 
gaged largely in the processing of various food products and the distribution of 
those products throughout the United States. 

Testimony on behalf of the various carrier groups—railroads, regulated motor 
carriers and exempt motor carriers—agree on one fundamental point, that is the 
urgent need for a change in the agricultural exemption provision in part II of 
the Interstate Commerce Act (sec. 208 (b) (6)). 

We support their contentions in this respect and appear here for the purpose 
of urging adoption of S. 2553 as a reasonable and practical solution to the 
problem. It is clear to us that the stability of our system of common-carrier 
transportation is being seriously undermined by the exemption as now inter- 
preted by the courts. 

The cardinal principle behind enactment of part II of the Interstate Commerce 
Act was our dependence as a nation on a strong system of common-carrier trans- 
portation. It is this very need that dictates our support of this bill. 

General Foods Corp. ships both exempt and nonexempt products in substantial 
volume. Our principal exempt products are frozen fruits, vegetables, and poul- 
try marketed under the trade name “Birds Eye”; we also ship such other exempt 
products as edible nuts, green coffee, and cocoa beans. 

The problem of exempt transportation has become acute as a result of the de- 
cision of the United States Supreme Court in Hast Texas Motor Freight Lines v. 
Frozen Food Express, (351 U. 8S. 49 (April 1956) ), in which it announced the so- 
called continuing substantial identity test. 

Your committee has already received detailed testimony showing the rapid ex- 
pansion in the area of exemption and its resulting erosion of traffic of the regu- 
lated carriers. It is also clear that this trend will continue unless corrective 
legislative action is taken. 

Prior to the “continuing substantial identity” test, the Interstate Commerce 
Commission had held that all frozen agricultural commodities were regulated ; 
MCC-968 Determination of Exempt Agricultural Commodities 52 MCC-511. 

We believe it significant that the frozen food industry enjoyed its tremendous 
growth—$162 million in gross sales in 1942 to $2,106 million in 1956—under this 
concept of regulation. The carriers, rail and motor, supported this growth with 
millions of dollars in capital investments in heavy duty refrigerated equipment 
capable of maintaining the required zero degree temperature. 

In our opinion, bill S. 2553 would merely return the agricultural exemption to 
the status it was generally understood to have prior to the decision of the Su- 
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preme Court in the East Texas Motor Freight Lines case. We believe this is the 
minimum legislative requirement. 

We fear that unless this rollback is accomplished, carriers will find further in- 
vestment in the type of equipment required for frozen food transportation too 
hazardous. This is supported by testimony on behalf of two of the major frozen 
food motor carriers, Milton Ratner for Emery Transportation and Cyrus B. 
Weller for Frozen Food Express. 

It appears the original intent of the agricultural exemption was to insure that 
the American farmer would not be hampered in the marketing of his products. 
This bill would in no way conflict with that intent. The transportation that 
would be brought back under regulation would be neither by nor for the farmer. 

I wish to emphasize we are not advocating regulation of unprocessed farm 
products and that we are firmly opposed to economic regulation affecting the 
movement of these products from the farms. 

From a shipper’s standpoint there are three additional problems that are 
cause for serious concern, 

One is the chaos and confusion as to the exempt status of commodities not al- 
ready considered specifically by the courts. For example, the Interstate Com- 
merce Commission has held that various Cooked Frozen Vegetables are subject to 
regulation (W. W. Hughes Extension, Docket MC 105782 71 MCC-457). 

However, some shippers and motors carriers contend that under the continuing 
substantial identity test these products are exempt and we have been advised 
they are actually shipping and transporting these as exempt. 

Second, the exemption throws a disproportionately heavy transportation bur- 
den on regulated commodities either because regulated carriers have lost the ex- 
empt movement or are obliged to transport at rates below cost. 

Third, it has created opportunities for discriminatory practices. For exam- 
ple, some exempt carriers are offering added rate concessions on exempt frozen 
food shipments to the Southeast if shippers will intervene with the regulated 
carriers to secure movements of frozen citrus concentrate as return hauls under 
lease. In effect, those shippers receive a rate concession in connection with the 
movement of their concentrate that other shippers cannot enjoy. 

Regulations have presented some problems in the past, particularly with re- 
spect to expansion of operating authority. The Interstate Commerce Com- 
mission has already taken steps to correct the situation through the establish- 
ment of their Bureau of Operating Authority. In addition, the grandfather 
provisions of the proposed legislation assures continuation of all existing services. 

We wish to recommend one relatively minor correction in the bill, however, 
and that is with respect to the treatment of edible nuts. As now proposed all 
edible nuts would be continued under exemption except shelled peanuts. We 
believe that all shelled nuts should be treated alike and our recommendation 
is that they be regulated. 

In conclusion we are urging the passage of Senate bill 2553, because we believe 
it will strengthen our system of common carrier transportation without any 
adverse effect on the farmers, restore orderly merchandising to the frozen foods 
business, remove existing chaos and confusion, and give the green light to the 
common carriers to budget necessary capital expenditures for the specialized 
type of equipment required by the frozen food industry. 


STATEMENT OF PauL A. NAGLE, PRESIDENT, NATIONAL POSTAL 
TRANSPORT ASSOCIATION 


Mr. Chairman, My name is Paul A. Nagle, I am president of the National 
Postal Transport Association, formerly known as the Railway Mail Association. 
I appear before you this morning in the capacity of representing that part of 
our membership approximately 15,000 who are assigned to duty in railway 
post office cars. My appearance before you is inspired by the conviction that 
Post Office departmental policy in regard to the use of railway post office cars 
has been detrimental to the health of the railroad industry and has caused a 
sharp decline in the quality of postal service now available to the United States 
postal patron. 

Mr. Chairman, the Post Office Department is constantly patching up its organ- 
ization and making administrative reassignments in an effort to keep erect a 
structure from which the foundation is steadily being removed. The foundation 
to which I refer is the en route distribution concept, which under current depart- 
mental thinking is falling ever more strongly into disuse. At a time when mail 
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volume has been increasing tremendously, there has been steady contraction in 
the postal transportation service. As of June 30, 1913, there were 1,589 railway 
post office lines in the United States. In February 1955, the number had declined 
to 483. By February 1958, there had been a further 25-percent reduction to 364 
railway post office lines. 

The lack of use of railway post office cars to expedite the mail is best illus- 
trated by the Office Department testimony before this distinguished subcom- 
mittee on March 27 when Assistant Postmaster General Siedle declared that 
there are just 890 60-foot railway post office cars in existence and that this 
constitutes only one-twentieth of 1 percent of railroad rolling stock. Surely it 
will be evident to this distinguished committee that fewer than 1,000 full-sized 
railway post office cars would provide hopelessly inadequate facilities for en 
route handling of today’s mail volume. 

The Post Office Department has stated repeatedly that railway post office 
withdrawals are due in many instances to action by railroad companies. It 
has said also that withdrawal is due to failure by railroad companies to provide 
service at times which would be advantageous to the postal patron. It has been 
our experience that the Post Office Department has been expecting impossible 
things in some cases and that where the impossible cannot be attained, the 
alternative is to withdraw railway post office service completely. 

There is, for example, no through railway post office service at all between 
Pittsburgh and Cincinnati. On February 16, 1958, the Pennsylvania Railroad 
withdrew trains 76 and 79 between Pittsburgh and Cincinnati. Prior to February 
16 there has been two round trips of railway post office service between Pitts- 
burgh and Cincinnati. The reason given for withdrawal of all railway post 
office service even though there are still two sets of trains continuing to operate 
between Pittsburgh and Cincinnati is that the Pennsylvania Railroad did not 
afford satisfactory service. 

We are told that the Post Office Department was willing to put service on 
train 78 leaving Cincinnati at 11:15 p. m. and on train 41 arriving in Cincinnati 
at 8:40 a. m., provided that the railroad would agree to have train 41 arrive 
at Cincinnati 1 hour earlier in order to enable connection at Cincinnati. To 
make possible the 1-hour earlier arrival at Cincinnati, train 41 would have had to 
leave New York at +: 25 in the afternoon. This the Pennsylvania Railroad is 
understood to have insisted, would be too early for its passenger departures. 
We suspect that had the change been made there would also have been mail 
difficulties on the route between New York and Pittsburgh. Thus it seems that 
the Pennsylvania Railroad may have been confronted with the choice of losing 
both railway post office service and passenger traffic between New York and 
Pittsburgh, or losing only railway post office service between Pittsburgh and 
Cincinnati. Faced with such an alternative the railroad’s choice is easy enough 
to understand. 

It is certainly desirable to effect every possible connection. However, under 
the policy of withdrawal of railway post office service, the railway post office 
trains are now so infrequent that it is becoming increasingly difficult to effect 
connections and that failure in turn aggravates the policy of withdrawal. 

During Assistant Postmaster General Siedle’s testimony it was brought out 
that contraction of train service between New York and Washington has created 
a postal problem. The Baltimore and Ohio Railroad is a carrier especially in- 
volved in the New York-Washington run. The situation has been particularly 
prominent recently because of the carrier’s announcement that it plans to with- 
draw all through passenger service between New York and Washington. In this 
case, it is interesting that although the Baltimore and Ohio operates five trains 
daily in each direction between New York and Washington, the Post Office De- 
partment has a railway post office unit only on one round trip. 

It is interesting also that although since its February curtailments the Penn- 
sylvania railroad operates 20 or more trains daily between New York and Wash- 
ington, the Post Office Department has railway post offices on only 7. Both the 
postal patron and the railroad are being deprived of the benefits which can be 
made available through better use of existing rail distribution facilities. 

It sometimes happens that failure elsewhere in the postal service is used as 
an excuse to withdraw railway post office distribution. An example of this is 
train 5 of the NYC & St. Louis Railroad Co. operating between Cleveland and 
Chicago and arriving at Chicago at 7:35 in the morning. Until recently, clerks 
assigned to this railway post office had been distributing mail for Chicago City. 
The reason given by the Post Office Department for withdrawal of distribution 
was that “even though distributed in train 5, no portion of Chicago City mail 
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would be accorded first morning delivery.” Mr. Chairman, the motto of the Post 
Office Department is “Move Today’s Mail Today in a Businesslike Way.” I 
would like to suggest that in a case such as this the answer should have been 
to determine why mail arriving at 7:35 in the morning predistributed to carrier 
stations could not be delivered. I suggest most respectfully that this is the 
approach which should have been followed rather than to have withdrawn what 
should have been vitally necessary distribution. 

Perhaps the main avenue of inquiry into the impact of postal policy on the 
railroad industry might be the extent to which railway post office service may 
have been withdrawn even though the trains continued to operate, or the extent 
to which the withdrawal of railway post office service has led subsequently to 
the curtailment of the passenger train operation. 

In testimony before the Senate Post Office Committee on February 12, Post- 
master General Summerfield declared, “I have great sympathy for the railroads 
and their particular problems, but there are no passenger mail-carrying trains 
being taken off their schedules because of the Post Office Department, to my 
knowledge.” 

My information is that when the Post Office Department withdrew railway 
post office service between Chicago and Oelwein, Iowa, the Chicago Great Western 
Railroad was forced to withdraw the trains. 

The Illinois Central Railroad withdraw its trains 15 and 16 between Rockford 
and Chicago after railway post office service was withdrawn and after the rail- 
road had announced that railway post office withdrawal would lead to the dis- 
continuance of the train. Operation of trains 15 and 16 was terminated in 
August 1957. 

Other information is that in the State of Texas service has been withdrawn 
from the Panhandle and Santa Fe Railroads between Amarillo and Lubbock even 
though trains 93 and 94 continue to operate. We are advised that in this situa- 
tion mail arriving from Chicago and the East on Santa Fe train 3 is unloaded and 
diverted to truck at Amarillo even though a train segment continues to operate 
to Lubbock. 

On the Southern Pacific Railroad between Dallas and Houston, the Post Office 
Department let a contract for the transportation by highway of through mails. 
Trains 15 and 16 have since been withdrawn and trains 17 and 18 are currently 
up for withdrawal. 

On the segment of the route between Shreveport, La., and Houston, Tex., mail 
from the Texarkana gateway was diverted from the Southern Pacific in 1955. 
The railroad sought permission to withdraw its trains. Hearings were held in 
1955. The Texas Railroad Commission denied authority for withdrawal but the 
post office kept its mails diverted. The trains were than withdrawn several 
months later. 

In the case of the Gulf, Colorado & Santa Fe Railroad, service was withdrawn 
by the Post Office Department between St. Louis and Galveston in 1954 and train 
service was discontinued 8 months later. There is now no train service at all 
between Galveston and Houston, even though prior to the withdrawal of rail- 
way post office trains 15 and 16 in 1954 there had been four trains operating 
between those points. 

The most explicit example of mail withdrawal leading to train withdrawal 
arose early in 1957 when service was withdrawn between Cleveland and Pitts- 
burgh over the Pittsburgh & Lake Erie Railroad. When the railway post office 
service was discontinued the railroad withdrew the trains and sold its railway 
post office cars to Canada’s Quebec, North Shore and Labrador Railway Co. In 
commenting upon the sale at that time Lake Erie’s President Barriger remarked 
that “the departure of these cars from the United States is the end product of 
the Bureau of Transportation’s policy of liquidating this country’s railway mail 
service. 

One of the avenues which the railroad industry has been exploring is moderni- 
zation through the use of rail diesel cars. The Post Office Department has been 
extremely reluctant to make use of railway post office apartments in these cars. 
Our understanding is that the Post Office Department has notified the railroads 
in these instances that the carrier cannot be assured of sufficient use to amortize 
the equipment. Two nearby lines on which that has happened or is happening 
are the Baltimore and Ohio Railroad between Philadephia and Pittsburgh via 
Washington, and the Chesapeake & Ohio Railroad from Newport News to 
Charlottesville by way of Richmond. 

Thus again, the railroads are confronted with the decision where they must 
choose between operating expensive conventional equipment or losing railway 
post office revenue as a result of modernization with rail diesel cars. 
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Mr. Chairman, the National Postal Transport Association wants a sound and 
efficient postal service. We believe current Post Office Department policies are 
ay, and that they have caused harm to the postal patron and to the railroad 

ndustry. 

The Post Office Department has relied upon cost ascertainment procedures to 
demonstrate that railway post office operation is costly. Actually, the volume 
of mail being carried in such cars has a transportation cost value which largely 
or entirely offsets the car mileage rentals. Under such circumstances, railway 
post office car operation is costly only in the sense that its discontinuance is paid 
for by the postal patron in strikingly lowered quality of postal service. The 
Post Office Department should revise its policies in the interests of improved 
postal service and a healthier railroad economy. 

On behalf of the employees of the Postal Transportation Service, Mr. Chair- 
man, I am deeply appreciative of the opportunity you have provided for me to 
appear before your distinguished committee. 


Crry OF PHILADELPHIA, 


April 2, 1958. 
Hon. Grorce A. SMATHERS, 


Senate Office Building, Washington, D.C. 


DeEAB SENATOR SMATHERS: I would deeply appreciate your having these placed 
in the record of the hearings held by your committee. 
Sincerely, 


RICHARDSON DILWORTH. 
SUPPLEMENTAL STATEMENT OF RICHARDSON DILWoRTH, MayoR OF PHILADELPHIA 


I am Richardson Dilworth, mayor of Philadelphia. I filed with the subcom- 
mittee under date of January 13, 1958, a statement for the record in connection 
with hearings on problems of the railroads. That statement, I understand, 
was made part of the record of the hearings on January 17, 1958. 

In the original statement I addressed myself to one very important phase 
of the railroad situation, namely, the commuter services performed by a 
number of lines in major metropolitan areas, such as our Philadelphia area. It 
was my purpose to emphasize, as strongly as I could, the absolute essentiality of 
these rail services and to discuss some of the difficulties under which they are 
now performed. Included were specific suggestions for dealing with certain 
phases of this situation. 

I wish now to reiterate my genuine conviction that Congress must at this 
session take effective and vigorous action—not only on this particular part of 
the railroad business, but also on the many other problem areas which have 
been described to the subcommittee in the course of these hearings. In my judg- 
ment, a sufficiently broad and detailed picture has been painted for the Congress 
and the general public to be fully aware of the need for immediate corrective 
action. The situation is such that no responsible person would deny that the 
hearings must lead to specific legislative relief. 

There has not been brought to my attention any evidence before your sub- 
committee which seriously challenged the conclusions and recommendations con- 
tained in my original presentation. Our major metropolitan areas are abso- 
lutely dependent upon rail commutation service. It is indispensable to the move- 
ment of persons to and from the center of those great areas. This fact has been 
sharply dramatized by two unusually severe snowstorms which, in February 
and March, hit the entire Delaware Valley area of which the city of Philadelphia 
is the hub. For several days auto transportation as a means of commutation 
was almost completely at a standstill on each occasion. The business life of the 
metropolitan area would have been absolutely paralyzed during these periods 
without the services of mass public transportation. Among such facilities, in our 
area, the railroads providing commutation service played a vital and significant 
part. While delays inevitably occured in those services they actually kept run- 
ning throughout both storms. But it was plain for all to see what complete 
paralysis would have resulted if these services had not been available in the 
Philadelphia area. 

In addressing your subcommittee again on this subject, I would like to empha- 
size two things. First, while it may appear that rail commutation is primarily 
a local problem, it would be a serious mistake for the Congress not to recognize 
that it is an important phase of the overall railroad problem which is basically 
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a matter of national concern. Second, the Federal Government must take the 
first steps enabling State and local bodies to begin attacking this problem and it 
must then continue to cooperate in many essential ways to achieve the final solu- 
tion. I certanily trust that whatever legislation is favorably reported out of 
your committee will include provisions enabling the railroads and the local gov- 
ernments concerned to revitalize and strengthen these services by cooperative 
action. 

In this supplemental statement, I wish also to express, on behalf of industry, 
business, and the public in the entire Delaware Valley, the sincere conviction that 
Congress should now take effective steps to meet the many other phases of the 
railroad problem that have been so effectively outlined to your committee 
throughout these hearings. All of us depend in so many ways upon healthy and 
efficient railroads that we sometimes take them for granted. Truly alarming 
reports are appearing and they show the serious and urgent financial problems 
of important railroads in the northeast section of the country. This situation 
should cause all of us to face up to the need for prompt action to correct many 
of the deficiencies in present transportation laws and policies which must share 
a large measure of responsibiilty for these alarming conditions. Without fi- 
nancially strong, well-equipped, and efficient railroads, commere in our section 
of the country would be hopelessly handicapped in its efforts to keep pace with 
the whole national economy. What has now happened to many railroads in our 
area is, I am informed, more serious and threatening than any conditions which 
they faced at the very bottom of the long depression of the 1930’s. The danger, 
therefore, is obvious and immediate. No unnecessary delay in meeting the threat 
will be tolerated by the public. The city of Philadelphia as a leading Atlantic 
coastal port would suffer untold hardship if any of the railroads serving it were 
to face financial catastrophe. In fact, business generally in the entire Delaware 
Valley would be immeasurably hurt if any such development occurs. 

Within the past 6 months we have experienced some of the hardships and 
difficulties that a more serious railroad financial crisis would bring to a 
disastrous level. The railroads operating in the Delaware Valley have been 
forced to cut their employment drastically and those persons who have thus 
lost their railroad jobs add up to a significant total. In thus adding to the 
employment problem in our area, the railroad situation directly affects the 
finances of the city of Philadelphia by reducing tax collections on salaries and 
wages. Furthermore, those industries in the Delaware Valley which normally 
supply the railroads with materials, fuel, and similar requirements, have been 
severely hurt by the inevitable reduction in railroads purchases. In the light 
of these actual events, we must all face with serious alarm the thought of any 
further worsening in the railroad picture. In fact, the present situation must 
be improved promptly or these consequences will begin taking a more important 
toll that they have to date. 

Therefore, I would conclude this supplemental statement by urging, with all 
of the emphasis that I can command, that your committee give prompt and 
effective attention to these things that concern all of us in the city of Philadel- 
phia and throughout the great Delaware Valley area. 


KomMINers & Fort, 
Washington, D. C., March 21, 1958. 
Hon. Greorce A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, 
Senate Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. SMATHERS: Marine Transport Lines, Inc., requests that this com- 
munication be received into the record of the hearings now being conducted 
by your subcommittee with respect to the deteriorating railroad situation. 

Marine Transport Lines is a United States-flag steamship line operating in 
the Atlantic/gulf coastwise trade pursuant to authority issued by the Inter- 
state Commerce Commission. It has been engaged in this trade for many years, 
and presently owns and operates 8 Liberty-type vessels and 2 tankers. These 
ships are used primarily in the transportation of chemicals and bulk commodi- 
ties such as phosphate rock and sulfur. 

During World War II Marine Transport’s floating equipment was devoted to 
war service. All its vessels were requisitioned by the Government for that pur- 
pose at the outbreak of hostilities. After the war, it turned again to the domestic 
trade which it had previously served. 
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During the war years, however, the railroads had enjoyed not only the traffic 
normally moving by rail, but also that customarily moved by water. They ap- 
parently are determined to prevent, by any means whatsoever, the return of 
such traffic to its normal channels of water transportation. Consequently, since 
the resumption of domestic operations by Marine Transport, the railroads have 
engaged almost continually in a militant campaign, not only to prevent such re- 
sumption of service, but to limit the shippers of those commodities previously 
carried by Marine Transport to the use of rail service. 

The principal weapon of the railroads in this war of attrition against the 
water lines is the establishment of subnormal rates between points, and on 
traffic, subject to water competition. At the same time, they maintain rates 
between noncompetitive points on a “normal” level. The railroads have cut their 
water-competitive rates again and again in the purpose of starving the water 
lines and driving them from the domestic scene. 

Not only have the railroads maintained rates on traffic between noncompeti- 
tive points on a “normal” level, but they have continually increased such non- 
competitive rates by obtaining ICC sanction for one “general rate increase” 
after another. Such “general” increases could be called that in name only, 
for the railroads either wholly refrained from increasing their water-competi- 
tive rates or carefully limited the amount of the increases thereon far below 
the increases applied on noncompetitive traffic. The effect of such ratemaking 
has been to raise ever higher and higher the rates of those shippers having no 
access to water transportation. This has had a blighting effect on inland areas 
thus deprived of the reasonable level of rates on basic commodities absolutely 
essential to the prosperity of great segments of industry. 

In the latest rate-increase application filed with the Commission, Ex Parte 
212, the railroads candidly labeled it a “selective increase,” asserting (whether 
rightly or wrongly) that it is so devised at the invitation of the Commission. 
The rates to be increased have been selected to wreak the greatest damage to 
the competitors of the railroads. This is typified, for example, by the proposed 
increase in the line-haul rates to and from the ports on coastwise and inter- 
coastal traffic. The effect of such increase would be, of course, to raise the 
cost of shipping via routes embracing domestic steamship services, and to divert 
the relevant traffic from the rail-water routes to all-rail service. 

It might be thought that the repeated reductions in rail rates on water- 
competitive traffic would invariably redound to the advantage of shippers able 
to use such reduced rates. This is not the case, however. In their determined 
efforts to erase their water competition, the railroads time after time have 
proposed rate reductions to a level which does not cover the cost of transporting 
the traffic in prospect. Most of these proposals involve reductions below the 
level of rates for the shorter hauls from or to intermediate origins or destina- 
tions—i. e., departures from the long-and-short-haul provision of section 4 of 
the Interstate Commerce Act. Such departures are proscribed by that section 
unless the long-haul rates are found by the Commission to be “reasonably com- 
pensatory.” Unhappily, the Commission, in its overzealous concern and prefer- 
ence for the railroads.’ has repeatedly approved such reductions when, in fact, 
the rail rates proposed do not even cover the out-of-pocket or added costs of 
carrying the particular traffic—or they exceed such costs by only the barest of 
margins. 

In their steady succession of general-increase applications the railroads reg- 
ularly tell the Commission they are unable to make capital improvements neces- 
sary to achieve economies and increase the efficiency of their operations.* They 


1The water lines well remember the inadvertence by one of the senior members of the 
Commission some years ago who, when appearing before this committee, referred to “our 
clients, the railroads.” 

2 See, e. g., the following from the December 21, 1957, affidavit of Mr. C. L. Hinnant, 
general freight traffic manager, Atlantic Coast Line Railroad Co., filed as verified state- 
ment No. 9 in ex parte 212, Increased Freight Rates, 1958, now pending before the 
Commission. 

“Our improvement program has been directed to the following elements which are 
necessary to increase the railroad’s operating efficiency . . " 

“Thus, we are making every effort to complete and extend our improvement program. 
However, the continuing deterioration in working capital has not only enforced curtail- 
ment in capital expenditure programs but also caused reductions in operating expenses 
with attendant reduction in employment. . : : 

“Therefore, if Coast Line is to properly maintain its plant and equipment in such a 
manner as to continue to provide efficient service to meet the demands of its patrons and 
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place the entire blame for this situation on the rising level of wages and prices. 
In this, however, they are a good deal less than candid. The deterioration of 
their financial condition is due, at least in part, to the dissipation of rail reve- 
nues by cutthroat competition exemplified by their reductions in rates on traffic 
competitive with the water lines. The inability of the railroads te operate more 
economically—and in some cases the enforced under-maintenance of their prop- 
erties—is in important part attributable to their determination to crush their 
water-carrier competitors, whatever the cost in lost revenues from such rate 
wars. In the end, therefore, the very shippers for whose benefits the reduc- 
tions purportedly are established are made to suffer through being deprived 
of the potential improvements in transportation service that would be available 
to them but for the misguided zeal of the railroads in their efforts to obliterate 
water competition.’ 

The extremes to which these efforts have been carried is indicated by a re- 
cent proposal to reduce the rail rates on methanol from South Point, Ohio, 
to Carteret and Newark, N. J., below the level of such rates to and from in- 
termediate points, thus involving departures from the long-and-short-haul clause. 
Fourth section application No. 34422 was filed with the Commission January 
19, 1958. The reduction purportedly was prompted by water competition. Al- 
though Marine Transport showed by its protest that there was in fact no such 
water competition, the railroads persisted in their proposal, and withdrew it 
only after the ICC Fourth Section Board refused its approval. 

During the current series of hearings before your committee, the railroads 
have contended for principles and have advanced proposals which, if approved, 
would run directly counter to the congressional policy of fostering a sound over- 
all national transportation system. Marine Transport submits that your com- 
mittee and the Congress have a responsibility to continue and to reaffirm the 
national transportation policy of protecting the inherent advantages of each 
mode of transportation. 

Consistently therewith, they should discourage and restrain destructive com- 
petition between the various forms of transportation. Because of mounting 
terminal costs, domestic water transportation of general cargo has practically 
disappeared, and Marine Transport has devoted its facilities in the main to 
the transportation of bulk cargo. It is specially suited to water transporta- 
tion, in view of the economies from mechanical handling of large shipments. 
Water transportation is necessary to enable producers of phosphate rock, sul- 
phur, and like commodities, to market their output advantageously throughout 
the broadest possible area. 

To sanction the establishment of railroad rates without regard to whether 
they are compensatory would threaten the continuance of already much di- 
minished coastwise service. The requirement should be reaffirmed that rail 
rates must be compensatory in order that both rail and water transportation be 


to meet competition from other modes of tumnepente sian, it is imperative that we obtain the 


increases in freight rates and charges sought herein at the earliest practicable date.” 

Also, to the same effect is the following from the December 26, 1957, affidavit of Mr. L. L. 
Knight, comptroller, Seaboard Air Line Railroad Co., filed as verified statement No. 13 in 
the same proceeding : 

“Because of the limitations of net income, the Seaboard’s capital programs are being 
more or less restricted to faciilties required for the safe operation of the railroad, those 
required to serve its patrons, and those which produce substantial returns on investment 
through operating savings. The impact of increased wage rates, payro!l taxes, and material 
prices on net operating results already partially reflected in our 1958 income forecast, 
necessarily further limits the Seaboard’s ability to make many needed capital expenditures.” 

’The propensity of the railroads to destructive competition was recognized by the 
Congress, and by the Commission in implementing the Motor Carrier Act. In refusing to 
authorize unlimited motor operations by a railroad affiliate or subsidiary—that is motor 
operations unrelated to rail service—the Commission pointed ont, in Pennsylvania Truck 
Lines, Inc.—Control—Barker, 1 M. C. C. 101, 112, that through such motor affiliate— 

“The financial and soliciting resources of the railroads could easily be so used in this 

field fof motor transportation] that the development of independent service would be 
greatly hampered and restricted and with ultimate disadvantage to the public.” 
This view was reiterated and followed in Rock Island M. Transit Co.—Purchase—White 
Line M. Frt., 55 M. C. C. 567. 580, the order in which was sustained by the Supreme Court 
in United States vy. Rock Island M. Trans. Co., 340 U. S. 419, the Court observing at 
pp. 432-433, that— 

“Snch limitation [against unrestricted motor operations by a rail subsidiary or 
affiliate] was in furtherance of the national transportation policy, for otherwise the 
resources of railroads might soon make over-the-road truck competition impossible, as 
unregulated truck transport, it was feared, might have crippled some railroads. Motor 
transportation then would be an adjunct to rail transportation, and hoped-for advance- 
ments in land transportation from supervised competition between motors and rails would 
not materialize. The control of the bulk of rail and motor transportation would be 
concentrated in one type of operation. Complete rail domination was not envisaged as a 
way to preserve the inherent advantages of each form of transportation.” 
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preserved in full vigor; the Congress should condemn the present tendency on 
the part of the Interstate Commerce Commission to sanction rates which are 
not clearly compensatory. 

The deteriorating situation of which the railroad spokesmen complain is due 
in important part to their own ruthless methods of competing with other modes 
of transportation. They will do better to conserve their resources by mainain- 
ing rates on a compensatory level, and by refraining from that destructive 
competition which only results in harm both to the railroads and their com- 
petitors, and, in the final analysis, to the shipping public itself through de- 
terioration of transportation service. 

Respectfully submtted, 

. MARK P. SCHLEFER, 
Attorney for Marine Transport Lines, Inc. 


STATEMENT SUBMITTED BY AL H. CHESSER, STATE REPRESENTATIVE, BROTHERHOOD 
OF RAILROAD TRAINMEN 


BRANCH LINE RAILROADS IN TEXAS 


1. Consideration of the people 


The extended drouth in the State of Texas during the past 7 to 8 years has 
seriously affected the farming and ranching business in this State. Many ranch- 
ers have found it necessary to completely eliminate their cattle business account 
of this drought. Dry-land farmers have found it practically impossible to pro- 
duce a crop. As a result of the money shortage caused by this drought, many 
ranches have been allowed to deteriorate through the growth of brush and 
mesquite. Nineteen-hundred-fifty-seven saw what we believe to be the breaking 
of this long drought. Scores of ranchers are, according to all reports, going 
back into the cattle business by restocking their ranches. A large number of 
them are rehabilitating their land by clearing it off and reseeding same. Farmers 
are raising vegetable crops in many areas, which has added to the agricultural 
industries in this State a great deal. Almost all of these people are served by 
branch line railroads. 

In hearings conducted by the Interstate Commerce Commission where rail- 
road carriers have made application to abandon certain branch line railroads, 
I have personally witnessed the testimony of ranchers and farmers as well as 
small-business men whereby they literally begged the railroad company to leave 
their track in operation for their benefit, advising them of their financial diffi- 
culties the past few years and further advising that improved farming condi- 
tions as well as the end of a long drought had actually put them back into busi- 
ness, that the branch line was their life blood and a very important factor in 
their business. 


2. What can the railroads dof 


(a) Leave their track in operation for at least another year which can be 
done without any added maintenance cost. 

(b) They should offer the people along the line in question service which they 
have never offered before. There is no car shortage, therefore they should 
supply these shippers with cars when needed, and should make arrangements 
to move cars of vegetables and other perishables for these farmers in order to 
take advantage of other markets. 

(c) The railroad company should solicit business along these lines. In every 
abandonment case I have attended, farmers, ranchmen, and businessmen testify 
at these hearings that they have not been solicited for business in many years 
by the railroads. The railroads should do an earnest job of solicitation for this 
business. In other words, doing a job of merchandising for transportation. 

(d) Railroad carriers have agriculture and livestock departments. They 
should have these agents of these departments work more closely with the farm- 
ers, ranchers, and small-business men along these branch lines. 

(e) Solicitation of business by employees: If the railroad carriers will, them- 
selves, make an honest and sincere effort to secure business along branch lines 
instead of discouraging this business as it does in many instances, then their 
employees would also make an exerted effort to solicit this business. The rail- 
roads first must set an example and prove to the employees that they intend to 
take care of any business solicited by the employee. 
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3. What can the United States Government do? 


(a) Force the railroads back into the railroad business. We make this state- 
ment for the following reasons. Most of the railroads of this country have 
taken huge wartime profits and invested and/or purchased outright other enter- 
prises such as truck lines, barges, ships, buses, oil holdings, uranium and other 
minerals, as well as the construction of pipelines. Many of these forms of trans- 
portation are in direct competition with the railroad industry. For instance, the 
Southern Pacific Railroad Co. offers and advertises airline tickets at passenger 
stations. Surely no good businessman would purposely send his customer down 
the street to buy from his competitor when he himself offers the same article 
for sale. 

My contention is that if the railroads are forced to dispose of all their other 
enterprises and other holdings other than that connected directly with the rail- 
road industry, then they would settle down to making the railroad business pay. 
They will not then be parceling their business off to competition. They would 
then be forced to make an honest effort to get business in order to provide their 
stockholders with a profit at the end of the year. Allowing railroads to own 
all other modes of transportation will only result in a transportation monopoly 
by railroads. 

(b) The United States Congress should instruct the Interstate Commerce 
Commission to give more consideration to public convenience and necessity in 
hearings on abandonment of branch lines instead of shifting the largest con- 
sideration to phantom deficits as allowed by Interstate Commerce Commission 
accounting procedures. 

(c) ICC accounting procedures should be overhauled by the Congress in order 
to be more realistic, thereby indicating an exact out-of-pocket cost. As explana- 
tion, I give you this example: 

In the application of the Missouri Pacific Railroad Co. which is styled 
“ICC Finance Docket No. 19809,’’ request is made to abandon branch line 
extending from Round Rock, Tex., to Georgetown, Tex., a distance of only 
9.97 miles. In applicant’s “Return to Questionnaire,” page 10, account No. 
400, indicates enginehouse expense. This expense, from 1952 through 1956 
as listed, shows a fantastic total of $5,380.83. The actual facts are that 
there is no enginehouse on this entire branch line. The train servicing 
Georgetown moves from the main line at Round Rock, runs to Georgetown, 
and returns. In other words, this is only a side trip for a regularly assigned 
local which runs from Taylor, Tex., to Austin, Tex., and returns to Taylor 
each day. 

4. The Interstate Commerce Commission should accept as pertinent testimony 
at hearings, the diversion, if any, of traffic from proposed abandoned line, 
to that of another line for the preceding years in order to indicate a loss on 
the line proposed for abandonement 

In many instances traffic is diverted over other lines of the carrier which 
constitutes a much longer haul resulting in slower service. True, the carrier 
is only allowed to charge the shipper the same amount he would have paid 
had his shipment been routed over the line to be abandoned, which may have 
been a shorter distance. However, if their application to abandon the line 
providing the shortest haul is approved, and such track is abandoned, the car- 
rier then is permitted and does charge the shipper the exact miles his shipment 
travels. This, as you see, adds another financial burden on the shipper. 

The facts are that all branch lines are so-called feeder lines to main lines 
which tranverse our State from east to west, and north to south, connecting 
with main lines of originating carriers and other railroads which service the 
entire United States. The continued abandonment of branch line railroads in 
Texas, as well as other States, is comparable to stopping the flow of tributary 
streams to a river—eventually the river will no longer flow. Branch line rail- 
roads built the State of Texas and without them we cannot continue to grow 
and prosper, especially in the rural areas which they serve. Branch line rail- 
road business can be a very profitable business, however, it is no different from 
any other phase of business in other free enterprise system from the aspect of 
business merchandising. 
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CONCURRENT RESOLUTION ADOPTED BY THE NEW YorK STAtTe LEGISLATURE MEMOo- 
RIALIZING CONGRESS TO ENACT APPROPRIATE LEGISLATION AFFECTING THE 
RAILRoAD INpustTRY (S. Res. 153) 


Whereas the railroad industry in the State of New York because of the vast 
service it provides the public as transporter of passengers and freight, as em- 
ployer of more than 100,000 persons earning over $430 million annually, as a 
taxpayer contributing $45 million annually in real estate and special franchise 
taxes in the State, and as purchaser and consumer of goods and services 
amounting to hundreds of millions of dollars annually, plays a tremendously 
vital role in the economy of our State and Nation; and 

Whereas it has become generally recognized that the railroad industry is in 
a precarious financial situation warranting immediate action by Government 
at all levels; and 

Whereas, a recent report of the Public Service Commission of the State of 
New York confirms that “the entire ailing passenger transportation industry 
is badly in need of resuscitative governmental assistance ;” and 

Whereas, there are pending before the New York State Legislature several 
proposals designed to provide equitable tax relief to the railroads so as to 
place them on a basis more nearly competitive with other forms of transporta- 
tion; and 

Whereas, it is essential to the economy of our State and Nation that the rail- 
roads continue to operate under private ownership earning a fair rate so as to 
avoid the alternative of public ownership at incalculable cost to the public; 
Now, therefore, be it 

Resolved, That the Congress of the United States be memorialized to enact 
appropriate legislation to (a) obviate archaic controls originally enacted in an 
era when the railroad industry enjoyed a transportation monopoly, so as to 
permit the industry to fairly compete with other forms of transportation which 
are so substantially subsidized by public funds or facilities; (b) amend the in- 
ternal revenue law to make available to the railroad industry the full advan- 
tage of any subsidy or tax forgiveness which may be provided by this or any 
State; (c) repeal the Federal excise tax on freight transportation and the 
Federal excise tax on passenger transportation; and be it further 

Resolved, That copies of this resolution be transmitted to the President of the 
United States, the Secretary of the Senate, the Clerk of the House of Repre- 
sentatives and to each Member of the Congress of the United States duly elected 
from the State of New York and that the latter be urged to devote themselves 
to the task of accomplishing the purpose of this resolution. 


SHeEcTER & LEVIN ADVERTISING AGENCY, 
Baltimore, Md., April 3, 1958. 
Re outline of a plan for refinancing of the debt structure of American railroads 
under Government auspices. 
Hon. Grorce A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, 
Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

Deak Senator SMATHERS: By world standards, the United States is a rich 
and prosperous Nation. Perhaps the mightiest arm of American strength, the arm 
that has done most to make us the great industrial Nation that we are, is our 
modern and efficient railroad system. 

This powerful railroad system geared to the Nation’s present need and to the 
Nation’s future is not only an essential part of our industrial machine, it is the 
very backbone of the country’s defense. It is frightening to think what would 
happen to us in an emergency if our railroads were unable to function. 

The Senate committee has been listening to a recital of the difficulties being ex- 
perienced by American railroads. 

Spiraling costs, mounting wages, competitive disadvantages, lack of leader- 
ship from the ICC, storms and floods, and numerous other business problems 
have been mentioned as responsible for the failure of the railroads to register 
fair profits on the huge investment involved. 

No program has been submitted to alleviate the distress experienced by ailing 
railroads due to mountainous bonded indebtedness. 
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The annual interest charges on many American roads will run as high as 10 
percent of their annual volume. Most railroads that are experiencing hard 
times have amazingly large long-term debt structures with accompanying heavy 
interest charges. It is not at all unusual for a railroad to have a bonded in- 
debtedness of 75 times its annual earnings. Most managements have been very 
indifferent, in fact cynical, about debt reduction. 

They provide the customary sinking funds, usually one-half of 1 percent per 
year, which in an inflationary era is practically meaningless. 

There are very few, if any, railroads which have employed their short-term 
credit to eliminate long-term debt. Today, when railroad bonds are selling 
at 30, 40, 50, and 60 percent discounts, resourceful managements could make 
appreciably more money by utilizing short-term credit to reduce long-term debt 
than they realize from railroad operations. 

There is a solution that would restore economic health to American railroads 
which are in distress. This solution would involve the application of Govern- 
ment credit for a period of 20 years to the purpose of eliminating two-thirds or 
more of the present staggering railroad bonded indebtedness. Because the Gov- 
ernment could obtain the necesary financing of the railroad debt at around 
3 percent, American railroads whose bonds are on the bargain counter could 
save from 50 to 70 percent on current interest requirements. By applying the 
savings toward debt reduction, American railroads could wipe out 50 to 80 per- 
cent of their debt structure in a period of 20 years. 

Just as it was expedient and wise for the Government to assume responsibility 
when the Nation was desperately in need of housing, so the present plight of our 
railroads must be examined by the Congress and a sound plan to ease railroad 
difficulties adopted. In the case of the suggested financing plan for the railroads, 
the size of the bond issue required might amount to around $9 billion. However, 
the resulting saving in interest charges to the railroads would bring the Govern- 
ment approximately $5 billion in additional income taxes from the railroads 
during the period of 20 years, as just one plus factor in the plan. The major 
advantage of the plan is that the railroads would have an opportunity to bring 
their debt structures down to realistic proportions. With this elimination of a 
major portion of their overwhelming debt, the alarming spectre of bankruptcy 
because of heavy interest obligations would be eliminated. 

Let us examine a typical American railroad and see how this Government 
financing plan would improve its status. The Missouri Pacific Railroad com- 
pleted its reorganization only 2 years ago after 32 years in bankruptcy. It is a 
10,000-mile railroad serving the rapidly developing Southwest. Two years after 
reorganization the Missouri Pacific 5 percent debentures are selling at 61 percent 
discount, the 4% percent income B bonds at 53 percent discount, the 434 percent 
income A bonds at 49 percent discount and the first mortgage bonds at 32 percent 
discount. The face value of MOP bonded indebtedness is approximately $500 
million. 

The annual interest charges of the company (exclusive of equipment charges 
and sinking fund requirements) are around $23 million. 

The net earnings were around $8 million in 1957. You don’t have to be a 
financier to realize that the annual interest requirements of the company are 
distressingly high. A number of crop failures and a few storms and floods could 
wipe out earnings and reduce some of the funds needed for interest payments. 

Assuming the proposed Government financing is adopted, it is reasonable to 
figure that in the course of time, through tenders and open market purchases, 
80 percent of MOP first mortgages, income bonds and debentures, having a face 
value of $443 million, could be acquired at a cost of approximately $100 per bond 
above current market prices or a total cost of $300 million. A 3-percent interest 
rate should be possible in today’s money market. Missouri Pacific’s interest 
requirements would then drop from $23 million a year to $13,600,000 annually. 
On the saving of $9,400,000, Missouri Pacific would have to pay around $4,700,000 
in income tax. The remaining $4,700,000 would be applied annually as amor- 
tization on the $300 million mortgage. This additional $4,700,000 of amortization 
plus the normal sinking funds of $3 million per year, plus the sums that would 
accrue through declining interest requirements through the years, would result 
at the end of 20 years in an approximate total amortization of $185 million. 
At that time, when the road’s debt structure has been reduced from $500 million 
to $215 million, the entire subject could be reexamined and it could then be 
established whether conventional financing or Government financing should be 
the order of the day. 
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By i978, the annual interest requirements of MOP would have been reduced 
from $23 million to $7 million. 

The Government, by making it possible to refinance the MOP debt, would be 
taking no gamble. The total assets of the Missouri Pacific are over a billion dol- 
lars. And in the course of implementing a plan te wipe out a large portion of 
Missouri Pacific debt, the Government would be gaining considerably more than 
$100 million in additional income taxes from Missouri Pacific. 

While, for the purpose of outlining the potential of this financing plan we 
have tried to illustrate how it would accomplish relief for the Missouri Pacific, 
it is our sincere belief that all ailing American railroads would be equally 
benefited by the Government financing plan described in this recommendation. 
It is the purpose of this proposal to urge aid for all railroads that need it. 

The vital importance of our railroads to the defense planning of our Nation 
cannot be overemphasized. Even if this were the only reason for giving con- 
sideration to the problem, it is a matter that should receive careful study by the 


ngress. 
The writer would appreciate an opportunity to express his views before your 
committee. 
Sincerely yours, 


Louis E. SHECTER. 


SocreTy OF AMERICAN FLORISTS, 

Washington, D. C., March 28, 1957. 

To Members of the Surface Transportation Subcommittee, Senate Interstate 
and Foreign Commerce Committee. 


GENTLEMEN : The Chamber of Commerce of the United States, in considering 
agricultural exemptions in transportation, made a policy statement that, “The 
Interstate Commerce Commission should have the authority * * * to remove 
the exemption whenever it appears to be working against the general public 
interest.” In making his statement before the Surface Transportation Subcom- 
mittee of the Senate Committee on Interstate and Foreign Commerce, a chamber 
spokesman, Mr. John R. Staley, recommended that the agricultural exemption in 
the Interstate Commerce Act be redefined and was purported to have conveyed 
the impression that he could speak for the farm group in making his recom- 
mendation. 

We wich to advise committee members that the Society of American Florists, 
the recognized national trade association of floriculture and a member of the 
Chamber of Commerce of the United States, was at no time consulted in the 
formulation of these recommendations. We join the American Association of 
Nurserymen in vigorously opposing Mr. Staley’s recommendations with regard to 
a redefinition of the agricultural exemption and are equally opposed to the cham- 
ber’s suggestion that the Interstate Commerce Commission should be granted the 
authority to remove the exemption whenever it appears to be working against 
the public interest. 

Your attention is directed to my statement to the subcommittee and to the tes- 
timony of the American Association of Nurserymen, the American Farm Bureau, 
the United Fresh Fruit and Vegetable Association, the Vegetable Growers As- 
sociation of America, the National Council of Farmer Cooperatives, and to the 
testimony of other farm groups who have expressed opposition to legislative 
changes in the agricultural exemption as now written. 

Sincerely yours, 
JoHN H. WALKER, 
Paecutive Secretary. 


STATEMENT OF THB Society OF AMERICAN FLORISTS 


Mr. Chairman and members of the subcommittee, my name is John H. Walker, 
executive secretary of the Society of American Florists, Sheraton-Park Hotel, 
Washington, D. C. 

The Society of American Florists was organized in 1884 and was incorporated 
by act of Congress on March 4, 1901, as a nonprofit organization. As the national 
trade association of floriculture and ornamental horticulture, the society repre- 
sents retails, growers, wholesalers, and allied tradesmen. In its membership the 
society has 117 affiliate organizations, national, regional State and local in char- 
acter. 
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We appreciate the opportunity of presenting the views of the Society of Ameri- 
can Florists with respect to the railroad situation, transportation taxes, and par- 
ticularly the agricultural exemption. 

Apparently the railroads have some very serious problems as they are slowly 
pricing themselves out of the transportation of flowers and ornamental specialties. 
The society of American Florists, the national trade association of our industry, 
has been a protestant each time the railroads have tried to increase their rates. 
We need the services of the Railway Express Agency to move our product, a 
highly perishable one, from the grower to the consumer in the quickest possible 
time without an undue amount of handling. It is hoped that the railroads’ prob- 
lems can be solved even if legislative action is necessary. 

We concur with the railroads in their contention that the unsound, burdensome 
passenger and freight tax should be repealed. These two taxes were imposed 
temporarily during World War II to help meet the costs of the conflict 
and discourage use of transportation facilities, and they have outlived their use- 
fulness. In view of the present recession, these taxes are one of the main factors 
contributing to the decline in our Nation’s economic activity. 

Florists have long felt the detrimental effects of these taxes. The transpor- 
tation tax applies at every stage of production, and each separate transportation 
movement is assessed. Shippers far distant from their markets are especially 
competitively handicapped. 

In the final analysis, the consumer pays for this tax. It, therefore, not only 
obstructs production but also checks consumer purchases as well. This factor 
has affected the whole economic structure of the floral industry. 

We wish to devote the remainder of our statement to the agricultural exemp- 
tion of the Motor Carrier Act, hoping to emphasize the true importance of this 
exemption as it applies to floriculture and horticultural specialties. We strongly 
oppose any proposal to restrict the exemption of the transportation of our 
products to the primary market or to narrow substantially the exemption as 
now interpreted. 

The agricultural exemption of the Motor Carrier Act is urgently necessary for 
the efficient marketing of our products. The flexibility of operation of exempt 
haulers enables our highly perishable product to reach any market quickly to sup- 
ply the demand and preclude the glutting of any one market. Many of our grow- 
ing areas are not served by common carriers. Exempt haulers save time and costs 
in loading at greenhouses, thus precluding delays in loading and handling. A 
better marketing job can be done if the grower has a choice of alternate shipping 
facilities. Our perishable product is susceptible to freezing and overheating 
thus necessitating rapid, uninterrupted movement of crops from the grower 
to the wholesaler. 

The growing and marketing of our product is so interwoven that the grower, 
of necessity, must be vitally interested and affected by the method of transport- 
ing his crops to market. The cost spread between grower and consumer prices 
depends greatly on the cost and efficiency of transportation. 

We urge the subcommittee not to take any action with respect to the re- 
classification of any particular commodity until it investigates thoroughly the 
real effect such reclassification would have upon the industry. The United 
States Department of Agriculture has set a precedent in this regard by launch- 
ing a study for the poultry industry and another for the frozen fruit and vege- 
table industry, and it is hoped that our industry will be afforded this same pro- 
tection. 

The opportunity of presenting the views of the Society of American Florists 
in relation to the subjects included in this statement is sincerely appreciated. 


MISSOURI FARMERS ASSOCIATION, INC., 
Columbia, Mo., March 25, 1958. 
In re: Senate bill 2553 and Senate bill 1689. 
CLERK, 
Subcommittee on Surface Transportation of the Senate Committee on 
Interstate and Foreign Commerce, Senate Office Building, Washington, 
Bes 
S1z: Enclosed herewith is a statement which is presented to the subcommittee 
on behalf of the Missouri Farmers Association in opposition to Senate bill 2553 
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and Senate bill 1689. I would appreciate it if you would see that it is filed with 
the committee. 
Yours very truly, 
FreD V. HEINKEL., 


STATEMENT OF FRED VY. HEINKEL, PRESIDENT OF THE MISSOURI FARMERS 
ASSOCIATION 


My name is Fred V. Heinkel. I am president of the Missouri Farmers Asso- 
ciation, a Missouri marketing and supply cooperative, with over 150,000 farmer 
members. Our members own and operate a number of dairy and poultry 
processing plants in Missouri. 

In the notice of the hearings released by the Senate Committee on Interstate 
and Foreign Commerce on March 22, 1957, it was proposed to look into the 
deteriorating railroad situation and that constructive action be taken to allow 
the railroads to help themselves before the situation has deteriorated to the 
point at which drastic action would be necessary. As a farmer and as an officer 
of a farmers cooperative, we can appreciate the plight of the railroads. Agri- 
culture has been in a depression since 1953, and the ever-tightening cost price 
squeeze to which the farmer has been subjected has now begun to affect all 
industry. It is for this reason, I have asked to present the views of our coop- 
erative before this subcommittee in opposition to the passage of Senate bill 2553 
(the so-called Smathers bill) and Senate bill 1689 (the so-called ICC bill). 

Our cooperative, in 1957, marketed by motor carriers 6,957,468 pounds of 
frozen eggs and 5,130,953 pounds of dressed poultry. In addition, a member 
association, Producers Creamery Co. of Springfield, Mo., marketed by motor 
earrier 14,180,000 pounds of powdered milk and 714,000 pounds of condensed 
milk during the same period. As a cooperative, any savings made in the mar- 
keting of these products is returned to the farmer-producer ; consequently, it is of 
importance that these products be marketed and shipped to consumers in the 
most efficient and economical manner. 

The regulated carriers, both rail and motor, have failed to capture a large part 
of the traffic of these products because of an unwillingness or inability to provide 
the flexible service needed by the poultry and dairy industry. There was, and 
is, no rule of law or regulation which would prevent regulated carriers, either 
motor or rail, from soliciting this business. Regulated motor cariers could offer 
a flexible transportation service as exempt carriers and railroads could propose 
attractive and fair rail rates. This they have not seen fit to do, and as a result, 
the economic needs of the farmer and his cooperative have been met by the ex- 
empt carrier. It is a misnomer to refer to these carriers as nonregulated car- 
riers because they are subjected to all of the safety regulations of the Interstate 
Commerce Commission. They are unregulated only in that the rates which are 
charged and paid are arrived at through negotiations between the carrier and 
the shipper. 

The proposed Smathers bill would generally change from an exempt to an 
unexempt status redried tobacco, shelled peanuts, frozen eggs, cleaned and 
scoured wool or mohair. It would also provide that commodities or products 
manufactured, cooked, canned, frézen, powdered, dehydrated, evaporated, con- 
densed, concentrated, milled, or pearled from agricultural or horticultural com- 
modities, except those specifically exempt by the bill, should be nonexempt. The 
proposed ICC bill would restrict the argricultural exemption of the Motor Car- 
rier Act to motor vehicles carrying ordinary livestock, live poultry, fish, or agri- 
cultural commodities not including manufactured products thereof, or frozen 
foods from the point of production to a point where the commodities first pass out 
of the actual possession and control of the producer. This latter bill is even more 
vicious in its application than the Smathers bill, in that it would eliminate, for 
all practical purposes, the agricultural exemptions and place the farmers again 
at the mercy of rail carriers and regulated motor carriers operating on inflexible 
time schedules, over limited routes, and at rates which would further depress 
farm income. 

The Smathers bill, and to a greater extent the ICC bill, would take away from 
the farmer and his cooperative the right to negotiate for safe, flexible, and eco- 
nomically sound transportation of agricultural products, not including manufac- 
tured products thereof, at a time when the farmer is on the lowest rung of the 
economic ladder, and least able to bear the added transportation costs which 
both of these bills, if enacted, would bring about. 
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The argument that the farmer does not have an economic interest in the trans- 
portation of agricultural commodities beyond the point where they pass out of 
his possession and control and that therefore, the matter of economic regulation 
of motor carriers should be of no concern to the farmer is ridiculous. It is a 
tragic fact that increased costs in the transportation of agricultural commodities 
to a large extent are absorbed by deducting them from the price which the 
farmer receives, and the increased cost of transportation is added to the pur- 
chase price of farm supplies. It is our contention that by amending the agri- 
cultural exemption of the Motor Carrier Act through the passage of either the 
Smathers bill or the ICC bill would do little to aid the economic plight of the 
railroad. It would, to some extent, aid the regulated motor carriers in that it 
would eliminate competition by exempt carriers whose rates are arrived at 
through negotiation. It would, however, have a considerable impact on farm 
income by further reducing the amount which farmers receive for their agricul- 
tural commodities. This is no time to add to the farmers burden by enacting 
legislation which would have the effect of still further decreasing farm income. 


NATIONAL MILK PRODUCERS FEDERATION, 
Washington, D. C., March 26, 1958. 
Hon. GrorGE A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, Interstate and Foreign 
Comerce Committee, Senate Office Building, Washington, D. C. 


DEAR SENATORS SMATHERS: We shall greatly appreciate it if you will have in- 
cluded in the record of the current hearings on transportation this letter express- 
ing our opposition to legislation that would impair the agricultural exemptions 
which appear in part II of the Interstate Commerce Act. 

The National Milk Producers Federation is a national farm organization. It 
represents over half a million dairy farmers and some 800 dairy cooperative as- 
sociations which they own and operate and through which they act together to 
process and market at cost the milk and butterfat produced on their farms. Prac- 
tically every form of diary product produced in substantial volume in the United 
States is produced and marketed through dairy cooperatives represented through 
the Federation. 

Savings made by farmers in processing and marketing their own commodities 
through their own cooperatives are returned to the farmers. We are affected 
directly, therefore, by intervening costs, such as transportation costs. Our policy 
resolutions reflect the concern of farmers over steadily rising freight rates, the 
tax on transportation of property, and the possibility that the agricultural ex- 
emptions in the Interstate Commerce Act may be weakened. 

Repeated increases in freight rates, made with little regard for the economic 
plight of the farmer, have served to bring home to us the importance of main- 
taining the agricultural exemptions. We are convinced that restricting the ex- 
emptions would result promptly in increased transportation costs and in de- 
creased flexibility of transportation service. 

Dairy farmers are in a serious cost-price squeeze, and certainly this is not the 
time to further rock the boat by increasing the spread between the producer and 
the consumer. Hourly returns to dairy farmers as shown by the Department of 
Agriculture’s 3 test areas are 43, 52, and 70 cents, all far below the minimum 
provided by law for common labor. 

The purchasing power of dairy farmers, as measured in terms of parity, is ata 
dangerously low ebb. Lack of puchasing power in agriculture already is be- 
ginning to be felt in other segments of the economy. 

Marketing Research Report 224, just released by the Department of Agriculture, 
shows in general that transportation costs are less and transportation services 
are better under the agricultural exemptions. While that report is directed to- 
ward the trucking of fresh and frozen poultry, its findings apply with equal force 
to the trucking of dairy products. 

Agricultural trucking fills a need for low-cost transportation which is flexible 
and prompt. The agricultural exemptions are serving an important and useful 
purpose, and they should not be impaired. 

Sincerely, 
BE. M. Norton, Secretary, 
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STATEMENT OF WALLACE H. JEROME, DIRECTOR OF WISCONSIN TURKEY FEDERATION, 
DIRECTOR OF WISCONSIN TURKEY MARKETING COOPERATIVE, WISCONSIN DIRECTOR 
TO NATIONAL TURKEY FEDERATION, TURKEY GROWER, HATCHERBYMAN AND PROo- 
CESSOR FROM BARRON, WIS. 


I have been informed that your committee will be holding hearings on matters 
pertaining to the agricultural exemption of the Motor Carrier Act. I am sorry 
that I am unable to present this statement personally, but I appreciate the 
opportunity to present our views in writing to the members of this committee, 
This statement is presented on behalf of myself as a producer of a substantial 
number of turkeys and on behalf of the Wisconsin Turkey Marketing Cooperative 
which ships approximately 15 million pounds of turkeys annually for its mem- 
bers and patrons. 

We are unalterably opposed to the repeal or substantial narrowing of the 
agricultural exemption as it is presently interpreted by the courts for the follow- 
ing reasons: 

LOSS OF MARKETS DUE TO POOR SERVICE 


Repeal of the agricultural exemption forcing all carriers under ICC regula- 
tions would result in poor service that has characterized regulated carriers for 
many years. Our experience has been that regulated carriers simply cannot 
perform the type of service that our customers demand. The service of the 
regulated carriers is restricted by regulated routes and fixed schedules which are 
not flexible, delays at their terminals and inability to work out transfers to 
connecting carriers. In many cases, carriers are either unwilling or actually 
unable to interchange equipment making it necessary to reload at their terminals 
to the equipment of connecting carriers causing box breakage, thievery, and 
excessive delays. Differences in loading capacities of refrigerated equipment 
further complicates the problem of transferring of these loads. Our producer 
patrons have suffered losses due to these difficulties and we know that this is 
not uncommon to other shippers. Therefore, we feel that repeal of the exemp- 
tion would result in tremendous losses to producers due to loss of markets 
because of poor service. 


LOSSES TO PRODUCERS DUE TO SPOILAGE, CONDEMNATION, GENERAL DETERIORATION OF 
PRODUCTS, REFREEZING, ETC. 


Poor service by the regulated carriers has resulted in losses due to spoilage, 
thawing of refrigerated products, general deterioration of the products and, in 
some cases even the condemnation of products. We feel, therefore, that forcing 
all transportation under ICC regulation would result in heavy losses due to these 
causes. 


FURTHER EXPANSION OF MARKETS IN SMALLER CITIES WOULD BE GREATLY CURTAILED 


The present flexibilty of operations of the contract carriers permitting speedy, 
efficient delivery to any point the consignee may desire has opened up new mar- 
ket outlets in a great many of our smaller cities not previously served satisfac- 
torily by the regulated carriers. This has resulted in tremendous increases 
in consumption of many agricultural products. This is especially true in the case 
of fresh and frozen fruits and vegetables and fresh and frozen poultry. Repeal 
or narrowing of the exemption would undoubtedly mean the loss of many of 
these existing markets and greatly hinder the further expansion of market out- 
lets in our smaller cities. 


REPEAL OF THE AGRICULTURAL EXMPTION WOULD TEND TO ELIMINATE COMPETITION 


We believe that if all carriers were forced under ICC regulation, it would have 
a tendency to eliminate healthy competition among carriers, which would 
eventually result in higher freight costs to our producers. It is our understand- 
ing that the Exemption was included in the Motor Carrier Act originally for the 
benefit of the farm producers—we do not believe that conditions have changed 
to the point where our farmers no longer need this protection. In some cases, 
increased freight rates are reflected at the retail level, but in most cases it reverts 
back to the producer resulting in smaller margins to the producer. 
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REPEAL OF THE EXEMPTION WOULD FORCE MANY SHIPPERS INTO THE TRUCKING 
BUSINESS TO HAUL THEIR OWN PRODUCTS 


We are of the opinion that if all transportation of these commodities or prod- 
ucts were placed under ICC regulations many shippers, including ourselves, would 
be forced to go into the trucking business to insure that our customers continue to 
receive the type of service they are accustomed to and demand. In many cases 
this would be necessary for survival with the competition we face in business 
today. This would, of course, work an extreme hardship on processing plants 
which would, in turn, be a hardship on producers because the problems of 
processing are very closely related to the producers of that product. Forcing 
processing plants into the trucking business would necessarily divert capital in- 
vestments from plant improvements and expansion which is so essential to keep- 
ing up with this fast-moving, ever-changing, highly competitive business world 
of today. We feel, therefore, that hardships such as this will be definitely felt 
by the producers, whether or not the processing plant are cooperatively owned 
and operated. 

In closing, we wish to state that we feel that the repeal of substantial nar- 
rowing of the Agricultural Exemption as it is precently interpreted by our courts 
would be catastropic to agricultural producers and we respectfully request your 
support in retaining the exemption in the Motor Carrier Act. Thank you. 


NATIONAL GRANGE, 
Washington, D. C., March 31, 1958. 
Hon. Grorce A. SMATHERS, 
Chairman, Subcommittee on Surface Transportation, Senate Committee 
on Interstate and Foreign Commerce, Senate Office Building, Washing- 
ton, D.C. 

DeaR SENATOR SMATHERS: I am enclosing a statement on behalf of the National 
Grange in connection with S. 2553, excise taxes on transportation, and related 
matters. The opposition of the Grange to legislation which would narrow the 
agricultural commodities exemption now provided in section 203 (b) (6) of the 
Interstate Commerce Act is based on policy action of its delegate body. Our 
support for repeal of the Federal excise taxes on transportation of property and 
persons is similarly based on delegate body action. 

We shall appreciate it if you will include this statement in the printed record 
of the current public hearings on various aspects of the transportation situation. 

Sincerely yours, 
Gorpon K. ZIMMERMAN, 
Research Director. 


STATEMENT OF THE NATIONAL GRANGE 


This statement is submitted to express the opposition of the National Grange, 
a national organization of farm and rural families, to S. 2553 and to other legis- 
lative proposals which have for their purpose a narrowing of the agricultural 
commodities exemption in section 208 (b) (6) of the Interstate Commerce Act 
as amended and as presently interpreted by the courts. 

It is the companion purpose of this statement to express again the often- 
recorded support of the National Grange for repeal of Federal excise taxes on 
transportation of property and persons—specifically, the 3-percent tax on trans- 
portation of property of all types on for-hire carriers, and the 10-percent tax 
on individual travel on trains, airplanes, motor vehicles, and ships. 


AGRICULTURAL COMMODITIES EXEMPTION 


During the course of the present hearings, the Subcommittee on Surface Trans- 
portation has been urged by representatives of the railroad industry, regulated 
motor carriers, and others, to recommend legislation which would substantially 
limit the list of farm products which may be transported in interstate commerce 
free from rate and route regulation by the Federal Government. Some proposals 
would go even further in the direction of restriction. They would limit the 
exemptions from regulation to that transportation of agricultural commodities 
which occurs from the point of production to the point where the commodity 
first moves from the actual control and possession of the producer. 
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The National Grange has a direct interest in the degree and extent of regula- 
tion of transportation. It has consistently devoted its attention to the problems 
associated with the agricultural exemptions provided by exising statutes and by 
various court interpretations of the statutes. 

It is our considered belief that the proposed limitations and alterations in 
the agricultural exemptions would be injurious to both producers and consumers 
of agricultural commodities, and would not bring to regulated carriers the kind 
of permanent benefits or advantages that some of their spokesmen apparently 
anticipate. 

We oppose legislation which would limit the scope of the existing exemption, 
because we firmly believe any substantial narrowing would add to producer 
costs, jeopardize the availability and economy of transportation service to pro- 
ducers, and consequently add to the costs and impair the quality of agricultural 
commodities to consumers. 

There is no segment of the American economy in which the need for economi- 
cal and efficient transportation is more critical than agriculture. Fruits, vege- 
tables, meats, and other agricultural commodities that contribute so largely 
to the improved American diet and way of life must be moved from the point of 
production to the consumer over long distances, often in a matter of hours, and 
frequently from relatively remote parts of the country. 

The producers of agricultural commodities depend absolutely on the maximum 
availability of adequate, economical transportation to move their products to 
market. 

Inefficiency and excessive cost of transportation, which would be the conse- 
quence of a narrowed exemption, would delay the movement of essential prod- 
ucts, result in needless spoilage, add to the marketing and income risks of pro- 
ducers, and inhibit the marketing process. 

Just as we are opposed to any narrowing of the exemption, so we are opposed 
to any further broadening of the scope of the exemption or the list of commodi- 
ties encompassed within it. Over a considerable period of years, and through 
administrative rulings and court interpretations, a reasonable basis has evolved 
for the separation and identification of agricultural commodities qualifying for 
exemption on the one hand and the manufactured products of agricultural com- 
modities not qualifying for exemption on the vther. 

Judgement and decision are involved here and both have been exer- 
cised—slowly, carefully, and deliberately—with full consideration for the legiti- 
mate interests of all parties concerned, as well as for the intent of Congress in 
enacting the law. The cumulative result of this process is our present equi- 
librium. It is probably as reasonable, fair, and serviceable as any that could 
be achieved at this time. Certainly is it not an equilibrium to be readily modi- 
fied or abandoned. 

This not to indicate, however, that the National Grange favors an indefinite 
perpetuation of the status quo. Further refinements in the identification of 
exempt and nonexempt commodities may, in due course, be both necessary and 
desirable. So far, insufficient time has elapsed and insufficient study has been 
made to accurately appraise the economic implications of the Supreme Court 
decisions holding that fresh and frozen dressed poultry, and quick frozen fruits 
and vegetables, are agricultural commodities within the meaning of section 
203 (b) (6) of the Interstate Commerce Act. 

It was in the Frozen Food Express case, involving the status of fresh and 
frozen depressed poultry, that the Court enunciated the doctrine of continuing 
substantial identity. This doctrine, subsequently applied to quick frozen fruits 
and vegetables, established for the first time a basic principle for us in determin- 
ing the essential characteristic of an “agricultural commodity” for purposes of 
the exemption. 

The Court declared : 

“At some point processing and manufacturing will merge. But where the 
commodity retains a continuing substantial identity through the processing stage, 
we cannot say that it has been ‘manufactured’ within the meaning of S. 203 
(b) (6).” 

Less than 2 years have passed since the Court first applied the principle 
of continuing substantial identity. It may be a practical and equitable principle. 
On the other hand, it may at some future time lead, as some opponents of the 
exemption apparently fear, to interpretations which will further broaden the 
scope of the exemption. This, however, is conjecture. 
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In consideration of the enormous values at stake to producers, carriers, 
shippers, and consumers alike in connection with decisions regarding the exemp- 
tion, it is our earnest recommendation that the subcommittee sustain the present 
language of section 203 (b) (6) until actual experience clearly establishes the 
economic implications of the continuing substantial identity doctrine. 

In the event demonstrable evidence can be produced, in due time, that the 
doctrine is in fact the source of economic injustice, or works an excessive hard- 
ship on farmers or carriers, we would support a modification of the act by Con- 
gress to give the Interstate Commerce Commission and the courts a clearer and 
more definitive policy determination with respect to agricultural commoditiés 
and their exemption from transport regulation. 

At the same time we would oppose, as we do now, any action having the 
effect of narrowing the present exemptions in ways which would increase the 
costs or jeopardize the efficient marketing and distributing of agricultural com- 
modities. 

REPEAL OF EXCISE TAX ON TRANSPORTATION 


Repeal of the Federal excise taxes on transportation of property and persons 
is long overdue. 

These taxes are, in our opinion, retrogressive. Their economic effect on for- 
hire carriers is essentially destructive. Further, there is probably cause to be- 
lieve that the continued imposition of these taxes tends to cut down steadily 
the gross taxable income of regulated carriers and thereby serves to reduce 
rather than maintain or increase the net tax revenue to the Treasury. 

The delegate body of the National Grange has this to say in formal resolution: 

“The National Grange favors the repeal of the Federal excise tax on passenger 
fares and freight. The pasenger tax was a wartime measure to discourage 
travel, but now we should encourage travel for reasons of education, health, rec- 
reation, and national understanding appreciation. The tax on freight restricts 
markets and increases the spread between farmers and consumers. These taxes 
are an unfortunate burden on the transportation industry already beset with 
serious economic problems.” 

Accordingly, we take this opportunity to express our appreciation to the chair- 
man of the Committee on Interstate and Foreign Commerce, Senator Magnuson ; 
to the Chairman of this subcommittee, Senator Smathers; and to those other 
Senators who have joined in the introduction of an amendment (to H. R. 7125) 
which would repeal the excise tax on transportation of persons and of property. 

Further, we subscribe to the statement of Senator Smathers on February 24, 
this year, that: “There seems to be no other tax whose elimination could give 
more of a stimulant and restorative treatment to our economy at this particular 
time than the repeal of the 3-percent excise tax on the transportation of freight 
and the 10-percent tax on transportation of passengers. The net revenue loss to 
the Treasury on the transportation property tax, allowing for the fact that it is 
a deductible business expense for income-tax purposes, would not exceed $225 
million, and might be considerably less than that * * *. 

“The consumer in the end pays this punitive tax. It, therefore, obstructs not 
only production but checks consumer purchases. The economy is adversely 
affected from beginning to end. It affects every consumer * * *, 

“Shippers far distant from their markets are especially disadvantaged. 

“Farmers and other business enterprises, which have been particularly hard 
hit by this recession, would be given much needed relief. Shippers of bulk com- 
modities, whose transportation bills mount high, would quickly react to relief 
from this onerous tax * * *. 

“The repeal of the 10-percent excise tax on passenger travel would also give 
widespread relief to the depressed economy * * * the net revenue loss from its 
repeal would probably not be much more than $100 million, and possibly less 
than that * * *.” 

Indeed, repeal might very well invigorate the transportation industry along 
with other segments of the economy to a point that increased business activity 
and income would provide the basis for greater income and corporate tax reve- 
nue to the Treasury than would be passed over by removal of the excise tax. 

No other single action that could be taken would produce such prompt and 
beneficial results for the railroads and other regulated carriers, in our opinion, 
than repeal of this tax. 

And although the fact has been repeatedly stated in recent years, we would 
re-emphasize that the excise tax on freight is particularly damaging to farmers. 
Many farm products go through a number of successive stages of processing and 
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distribution and become subject to a transportation tax markup at each of these 
stages. In instances where the ultimate consumers are located far from the 
points of production, the total tax becomes a larger factor than the product itself 
in the price that must be charged to consumers. 

The obvious net effect is to impair the market for farm products and reduce 
income to farmers. The tax is especially damaging and discriminatory to pro- 
ducers of the West and South. 


TRANSPORTATION POLICY 


As a matter of policy, the National Grange favors gradual deregulation in 
the transportation industry to the fullest extent consistent with protection for 
shippers. In the present difficulties facing the transportation industry, we be- 
lieve improvement could be obtained by placing more reliance on fair competi- 
tion. It is unsound to restrict competition on the premise that such restriction 
is necessary for the financial health of the entire transportation industry. 
Ratesetting by the Government to allocate traffic on a calculation of “fair 
share” or the right to “meet competition” finally places an impossible burden 
of judgment and an excessive responsibility on the men involved. Fair competi- 
tion, based on compensatory rates, is a better formula in our opinion. The 
efficient and low-cost carrier, we believe should be allowed to compete for busi- 
ness on the basis of efficiency and low, compensatory rates. 


DRaPER’s F'RozEN Propvucts, INc., 


Milton, Del., March 31, 1958. 
Hon. Grorce A. SMATHERS, 


United States Senate Office Building, 
Washington, D.C. 


Dear SENATOR SMATHERS: Since I am unable to appear personally I enclose 
herewith a statement for the record of the hearings of the Surface Transporta- 
tion Subcommittee of the Senate Committee on Interstate and Foreign Commerce. 

We earnestly solicit your support in maintaining the exemption now in effect 
on frozen fruits and vegetables. 

Thanking you, we are, 

Very truly yours, 
Harry R. DRAPER. 


STATEMENT OF DRAPER’S FROZEN PRODUCTS, INC. 


To the Chairman and Members of the Committee: 


Draper’s Frozen Products, Inc. buys vegetables from surrounding farms, 
cleans and prepares them for freezing, and after freezing sells them in packages 
from Maine to Florida, west to the Mississippi River. 

Frozen vegetables are a highly perishable product and must be kept under 
refrigeration at all times. Our experience indicates since frozen fruits and 
vegetables were declared exempt from regulation truck operators give us better 
service and are more careful in maintaining required temperatures. They take 
a personal interest where as before many truck operators just did not seem to 
care about proper handling of their perishable cargo. 

Prior to exemption of perishable frozen fruits and vegetables we were forced 
to buy and operate trucks ourselves because regulated carriers could not give 
us the service required by our frozen food customers. Frozen foods require 
refrigeration at all times until ready to be consumed. Very few of our customers 
could store and refrigerate more than a fraction of a truckload of frozen merchan- 
dise at one time, therefore required small deliveries frequently. Under regula- 
tion the freight cost was prohibitive. 

Exemption of frozen fruits and vegetables has made possible the opening of new 
markets for us and through us for our farmer suppliers. It has resulted in a 
more equitable freight cost which is passed on as savings to the housewife in the 
form of lower prices. Check your nearest frozen food cabinet for proof. 

We respectfully request that frozen fruits and vegetables continue to be 
exempt from regulation. 
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STOKELY-VAN CAMP, INC., 
Indianapolis, Ind., March 24, 1958. 
Hon. Gro. SMATHERS, 
Chairman, Subcommittee on Surface Transportation, 
Senate Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

My Dear Senator: Attached please find statement on behalf of Stokely-Van 
Camp, Inc., and Canned Goods Shippers Conference, which I hereby submit to 
your committee, particularly covering the matter of agricultural exemptions in- 
volved in S. 2553. 

I will appreciate you having this statement made a part of the subcommittee’s 


record in the hearing now underway. Thanking you for your kindness in this 
matter. 


Yours very truly, 


B. M. ANGELL, 
Executive Consultant. 


STATEMENT oF B. M. ANGELL, EXECUTIVE CONSULTANT STOKELY-VAN Camp, INc. 


Mr. Chairman and members of the subcommittee, my name is B. M. Angell. I 
am executive consultant of Stokely-Van Camp, Inc., and prior to my recent 
retirement, I was its vice president in charge of legal and transportation depart- 
ments, and I am also chairman of the Canned Goods Shippers Conference. 

Stokely-Van Camp, Inc., with principal office at 941 North Meridian Street, 
Indianapolis, Ind., is engaged in the business of packing food products, preserved 
aed by canning and freezing, at its many plants located throughout the United 

tates. 

The Canned Goods Shippers Conference is a voluntary nonprofit organization 
of numerous canners located in all sections of the United States, and its member- 
ship represents by volume substantially 80 percent of the entire canning industry, 
including as representative the following : 

American Home Foods Division, American Home Products Corp., Armour & 
Co., California Packing Corp., Campbell Soup Co., Gerber Products Co., Green 
Giant Co., H. J. Heinz Co., Hill Packing Co., Geo. A. Hormel & Co., Libby, McNeill 
& Libby, Michigan Canners and Freezers Association, John Morrell & Co., New 
York Canners and Freezers Association, The Quaker Oats Co., Stokely-Van Camp, 
Inc., Swift & Co., and Wisconsin Canners Association, all of which are engaged 
in the business of packing canned-food products and many of same also pack 
frozen-food products. 

Both Stokely-Van Camp, Inc., and the Canned Goods Shippers Conference are 
quite concerned in the matter of agricultural exemptions provided in section 203 
(b) (6) particularly as interpreted by Federal court decisions rendered since 
1954, including the Home Transfer and Storage case involving frozen fruits and 
vegetables as affirmed by the United States Supreme Court in November 1956, 
since such decision classifies frozen fruits and vegetables as “agricultural com- 
modities” and not “manufactured products thereof” and based upon the principle 
there applied, such could extend to canned fruits and vegetables. 

Neither Stokely-Van Camp, Inc., nor the Canned Goods Shippers Conference 
desire that its processed products be classified as exempted agricultural commod- 
ities and oppose any such classification of their commodities, therefore, urge 
that your committee approve Senate bill S. 2553, which would reregulate frozen 
foods and vegetables an dshould prevent a spread of such exemption to other 
similar food products. 

I have been privileged to read the statements dated February 17, 1958, of Mr. 
Cyrus B. Weller, chairman of the board, Frozen Food Express, and Mr. Milton 
Ratner, president, Emery Transportation Co., made before your committee, 
both of which in detail outlines the objectionable present situation resulting 
from the several court decisions that is now confronting both carriers and manu- 
facturers, and to avoid repetition, I hereby concur in said statements, particu- 
larly as affecting the manufacturers, including the processed food industry as 
though they were made by me. 

I am further directed by the Canned Goods Shippers Conference to make it 
clear that, unless Senate bill S. 2553 be approved and enacted by Congress, the 
exemption of frozen fruits and vegetables must necessarily be applied to canned 
fruits and vegetables. 
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TRAPPE FROZEN Foops Corp., 
Trappe, Md., March 28, 1958. 
Hon. Congressman Epwarp T. MILLER, 
House of Representatives, Washington, D. C. 

Dear Sir: In accordance with the arrangements made with your office as a 
result of my letter of March 14, you will find enclosed the original and 3 copies 
of a statement prepared for the Surface Transportation Subcommittee of the 
Senate Committee on Interstate and Foreign Commerce. 

Would you kindly have this statement included in the records of this committee 
on the hearings which were scheduled to close today? 

Very truly yours, 
Gorpon K. CALVERT. 


STATEMENT OF GorDON K. CALVERT, TRAFFIC MANAGER TRAPPE FROZEN Foops 
Corp. 


Mr. Chairman and members of the committee, my name is Gordon K. Calvert 
and I am respectfully submitting this statement as traffic manager of Trappe 
Frozen Foods Corp., Trappe, Md. Trappe Frozen Foods Corp. is a frozen vege- 
table processor whose raw product comes directly from numerous farms on 
the Delmarva Peninsula. 

The economy of the Delmarva Peninsula is based, in the main, on the growing 
of vegetable products and the poultry industry. It therefore fellows that any- 
thing affecting the well being of the farmers, the food processors, the poultry 
grower, and the poultry processor would definitely affect the economic conditions 
of the entire area. 

It is my understanding that the hearings which are being conducted are to 
determine what legislative action, if any, can be initiated to solve the problems 
of the railroad. It is also my understanding that the railroads have testified 
that the exemption of certain foodstuffs from economic regulation by section 203 
(B) (6) of the Motor Carrier Act has seriously affected their tonnage and 
revenue. 

As a shipper of approximately 7 to 9 million pounds per year of an exempt 
commodity (frozen fruits and vegetables) I can emphatically state that regula- 
tion of this particular commodity would not give the railroads any additional 
freight revenue or tonnage insofar as our company is concerned and I feel safe 
in stating that industrywide, the gain to the railroads would be insignificant. 

Detailed below are some of the reasons why the railroads would not be able 
to increase their revenue under regulation as proposed by the railroads. 

A. In our own particular situation we are not on a railhead and shipping 
by rail would double our handling and hauling costs. To ship by rail we would 
have to load a truck at the plant, haul the merchandise 10 miles to the nearest 
rail siding, transport men to unload the truck and load the car transport the 
men back to the plant, be at the mercy of the weather and risk product tem- 
perature loss that inevitably occurs as a result of so much handling. The extra 
cost involved in this routine are obvious and need no further explanation. We 
are not unique in this position as there are at least five other processors in this 
area that would have to operate under similar conditions as far as rail ship- 
ments are concerned. 

B. From the standpoint of freight costs, the rail rates for frozen vegetables are 
exorbitant except in the case of cross-country movements. The rails enjoy an 
advantage over motortruck transportation in the majority of these cross-country 
movements due to the distance involved and rate structure. As a result of this 
situation the rails have not lost any tonnage or revenue in spite of the exemption 
of certain frozen foodstuffs. 

©. The rails are limited in the service which they can provide due to their 
physical setup. By the very nature of the frozen food industry, distribution 
channels within this industry must of necessity have small lot deliveries. We 
and the majority of the packers in the industry do not maintain distribution 
outlets since we and they are primarily private-label packers. The distributors 
serviced are in markets near our operation and require deliveries of 10, 25, 50, 
100, and up to 1,000 cases. This means any truckload shipped may have to 
make from 5 to 8 separate stops in any one town or various towns. The railroads 
cannot provide this service and be competitive from either a cost, time element, 
or service viewpoint. If regulation were reimposed on frozen fruits and 
vegetables we and the majority of packers would be forced to withdraw from 
many markets in which we have spent the past 2 years developing and building 
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new business. Such regulation would be direct restraint of trade and would 
be crippling, if not fatal, to many packers whose financial position is at present 
dependent on established new markets. 

D. Flexibility of movement is an absolute essential to the efficient operation, 
growth, and development of any processor. From my experience only the exempt 
carrier can provide this flexibility. We cannot distribute our product, develop 
new markets, and promote the growth of our own business without this flexibility. 
Economic regulation such as that to which we were subjected prior to the court’s 
ruling exempting frozen vegetables, definitely retards growth and development 
not only of the processor but of the farmer and distributor as well. Numerous 
specific examples could be itemized, perfectly illustrating the above contention, 
but I am sure they are recognized and therefore do not feel that any further 
burden to the committee is necessary in this respect. 

EK. Transit time is a very important consideration in the transportation and 
distribution of frozen vegetables. The rails, again because of their physical 
setup, are incapable of being competitive with exempt carriers. Overnight de- 
liveries are frequently demanded by distributors and only trucks can accom- 
modate this end. Protection of the product in transit is another factor and the 
rails simply do not have the equipment available to give the protection required 
on short hauls. 

There has been much said about the condition of equipment of the exempt 
haulers and the failure to develop new and improved equipment together with 
a gradual deterioration of service under the exemption. Our experience has 
been that exempt haulers have, if anything, better equipment and that they 
definitely furnish superior service. The development of new ideas and new 
equipment has progressed in a normal manner as a result of the demand for 
improved equipment. The improved service that has occurred as a result of ex- 
empting frozen vegetables from regulation has unquestionably promoted the 
recent growth of the frozen food industry. 

It has been pointed out that the original agricultural exemption was intended 
to benefit the farmer but that this purpose is not being accomplished by the 
exemption of various frozen foodstuffs. This thinking can be shown to be un- 
founded speculation. As pointed out above the exempt carrier has enabled 
the frozen food industry to obtain and develop new markets through flexibility, 
improved service, and lower costs, and as a consequence the farmer has bene- 
fited through the increased demand for his products by processors. Increased 
sales in existing markets through lower transportation costs made possible by 
exemption have also increased the need for the farmer’s product. 

Neconomie regulation would remove from the industry benefits they now enjoy 
as to service, transportation costs, flexibility in movement, promotion of new 
business and new markets, and the inherent right to determine the fitness of a 
carrier and adequacy of equipment. 

If the cost of living is to be retained and the voice of public opinion acknowl- 
edged, regulations of frozen fruits and vegetables cannot be permitted. 

The frozen food industry must have the right to market its products without 
the strangling restrictions of regulated transportation. If the industry is to 
continue to grow we feel that this can only be accomplished through continu- 
ation of the agricultural exemption as applied to frozen fruits and vegetables, 
et al. 

All of the above facts have been recognized by the action of the board of 
directors of the National Association of Frozen Food Packers at their conven- 
tion in Chicago in March 1958 by their withdrawal of support of the proposed 
regulation to regulate exempt commodities. 

Thank you for your consideration of this statement. 


INSTITUTE OF AMERICAN POULTRY INDUSTRIES, 
Chicago, Ill., March 27, 1958. 
Hon. Greorer A. SMATHERS, 
Subcommittee on Surface Transportation of the Senate Interstate and 
Foreign Commerce Committee, Senate Office Building, Washington, D.C. 
DrAaR SENATOR SMATHERS: We enclose copy of the testimony of the Institute 
of American Poultry Industries regarding the agricultural exemption. We re- 
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quest that this testmony be considered in your deliberations regarding the agri- 
cultural exemption. 
Thanks for the privilege of filing this statement. 
Sincerely, 
FRANK G. WOLLNEY, 
Field Service Director. 


STATEMENT OF INSTITUTE OF AMERICAN POULTRY INDUSTRIES, CHICAGO, ILL. 


I am Frank G. Wollney, field service director of the Institute of American 
Poultry Industries, Chicago, Ill. The Institute of American Poultry Industries 
is a nonprofit organization which was chartered by the State of [llinois, nearly 
83 years ago. Its membership, 536 member companies, includes processors and 
distributors of poultry and eggs and poultry and egg products, and in addition, 
producers, breeders, hatcherymen, and other allied interests. 

The institute was organized in 1926 and its founders were a small group of 
leaders in the processing and marketing field—men who held a deep conviction 
that this industry would go far if it carried on a steady organized program of 
fostering research and educational work. They knew that improvements in 
quality and efficiency would mean just as much to processors, distributors, 
hatcherymen, and feed interests as they would to consumers and producers. 
The program has been effective for the poultry industry stands out alone in the 
agricultural field as the one industry that has maintained and strengthened its 
competitive position without the help of Government support programs. 

More than 90 percent of our processor members are small businessmen—many 
of them family operations which have developed through the years and grown 
up with our industry. The services performed by the institute benefit individ- 
uals engaged in the poultry and egg business in two fundamental ways. First, 
by promoting product improvement these services help our industry build and 
maintain high consumer acceptance for all poultry and egg products. Second, 
by furthering widespread application of technological improvements which make 
processing, distribution, and merchandising more efficient and productive, the 
institute aids the poultry and egg industry in operating on a sound economic 
foundation. 

Your committee currently holding hearings on matters pertaining to the agri- 
cultural exemption of the Motor Carrier Act is of real concern to all in the poul- 
try and egg industry. The poultry industry grew and expanded in part for rea- 
sons associated with the exemptions in the Motor Carrier Act. The poultry in- 
dustry advanced in the path of free enterprise making its adjustments to supply 
and demand without burdening the taxpayer with the cost of public laws or sup- 
ports and subsidies. 

Representative Henry Dixon of Utah expressed most eloquently the need of 
the farm community for this exemption when he spoke in support of S. 898, and I 
quote now from the Congressional Record: 

“* * * T believe this bill is absolutely essential to the efficient marketing of 
agricultural commodities. More efficient marketing of course means lower prices 
to consumers, higher prices to farmers and increased demand for agricultural 
commodities. At this time when agriculture is beginning to recover pricewise 
from a low-price period of long duration, I believe it is absolutely essential not 
only to their welfare, but also that of the processors and consumers of agricul- 
tural commodities that every effort be made to minimize the cost of marketing 
and to expedite the flow to market of agricultural commodities, especially those 
which we designate as perishable commodities * * *” 

When the Motor Carrier Act was passed by Congress to regulate the common 
and contract motor carriers in interstate commerce and place them under ICC 
regulations, the agricultural interests of the country fought for and obtained the 
agricultural exemption. This exemption was obtained on the premise that agri- 
cultural commodities were of such a perishable nature and the markets for them 
so fluid that the regulation was neither desirable nor practical. 

Our policy, in brief, is that we are opposed to any further substantial narrow- 
ing of the agricultural exemption as presently interpreted by the courts because 
we believe that the present general line of demarcation between what is an ex- 
empt agricultural commodity and a nonexempt manufactured product of an agri- 
cultural commodity is as fair a place to draw the line as could be devised. 

Since 1935 the Senate and House Commerce Committees and subcommittees 
have reviewed at length the basic wisdom and soundness of the policy of exempt- 
ing from economic regulation the interstate movement of agricultural commod- 
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ities by motor vehicle. Without exception, Congress has concluded that the basic 
general policy, as set forth in section 203 (b) (6), is in the public interest and 
therefore should not be substantially changed. At previous hearings it has been 
suggested that a producer of a commodity has no economic interest in its trans- 
portation after he surrenders possession or control of the product. This can 
hardly be accepted since the farmer does have two transportation interests in 
the marketing of his commodities: one is cost and the other is service. Any 
increase in cost will certainly be passed, without doubt, back to the producer. 

As far as service is concerned the producer has a direct interest in his product 
until such time as it is purchased by the consumer and effective demand is cre- 
ated for more of the same product. 

The Supreme Court of the United States on April 23, 1956, in the Frozen Food 
Express case, held that fresh and frozen dressed poultry is an agricultural com- 
modity within the scope of exemption in section 203 (b) (6), and is exempt from 
the regulatory authority of the ICC except as to safety matters. This Court laid 
down a guideline for the determination of an agricultural commodity and apply- 
ing the doctrine to poultry, the Court had this to say: 

“* * * A chicken that has been killed and dressed is still a chicken. Removal 
of its feathers and entrails has made it ready for market, but we cannot conclude 
that this processing which merely makes the chicken marketable turns it into a 
‘manufactured’ commodity * * *” 

Under this same doctrine the Supreme Court interpreted frozen whole eggs 
and dried egg powder to be exempt agricultural commodities. 

We are in a period of transition involving our whole economy and the poultry 
industry has set the pace for all agriculture. For example: During the past 5 
years the broiler industry has reduced its cost of production an average of 
slightly more than 1 cent per per pound per year or more than 5 cents a pound 
in the past 5 years, during the same period that practically all other costs were 
increasing. 

During this period we have seen new areas of poultry production developed. 
Many of the areas producing and processing poultry and eggs are traversed by a 
limited number of truck common carriers. These common carriers do not reach 
all markets. And many markets can be reached via common carrier only by 
circuitous routing and interchange of equipment, all involving delay and extra 
marketing cost. If gluts are to be prevented in certain markets, it is essential 
that transportation facilities fan out in all directions so that each market will be 
uniformly supplied and the shipper may continuously serve the needs of the mar- 
ket with the least possible delay and the lowest marketing cost. This necessi- 
tates the use of exempt haulers who can move in any direction at any time to any 
market. 

The perishability of most agricultural products and the methods of marketing 
have led to a high degree of specialization of transportation equipment and 
services as now provided by the exempt carriers. 

These exempt carriers have been serving us by adjusting their operations to 
meeting peculiar requirements of our industry rather than attempting to force 
our industry to accept inadequate service as a result of outmoded schedules of 
operations and tariffs. We do not mean to infer that regulated carriers in all in- 
stances do not render good services. However, through experience we found the 
exempt carrier more suited to our needs. 

From past experience we are confident that any change in the agricultural ex- 
emption would increase cost of marketing our products and would deprive our in- 
dustry of the flexibility it now has in serving markets quickly. Further, increas- 
ing costs or margins between producers and consumers will hurt the farmer be- 
cause the cost tends to be passed backward, not forward. This will be injurious 
to agricultural interest and farmers alike. 

More than 90 percent of our processor members are small-business men and the 
exempt haulers, for the most part, are small-business men. Therefore, there has 
been a very close relationship between the exempt carrier and the poultry in- 
dustry, in an effort to provide the service our industry needs. We make it clear 
at this time the exempt carrier is required to meet all of the safety requirements 
of the road and is subject to the same safety provisions as regulated carriers. 

We are opposed to the repeal or any substantial narrowing of the agricultural 
exemption as it is presently interpreted by the courts. There would be a loss of 
markets, for under today’s conditions our industry needs flexibility of delivery in- 
eluding multiple stops and round-the-clock loading and unloading at all hours 
of the day and night. Fresh ice-packed poultry is a highly perishable commodity 
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and quite frequently final destination is not known until a few hours before de- 
parture. Loads are frequently diverted in transit through an understanding with 
the hauler to phone in from designated check points regarding final delivery in- 
structions. 

It has been the experience of our industry that regulated carriers are not in 
position to adequately perform at all times the type of service that our customers 
demand. This is due to the fact that these regulated carriers are restricted to 
regulated routes, many operating on fixed schedules. The delays at their termi- 
nals and difficulty in working out transfers to connecting carriers would further 
hamper the efficient marketing of our products. Again, the interchange of equip- 
ment could cause serious problems since differences in loading capacities of re- 
we equipment would further complicate the problem of transferring these 

oads. 

The flexibility of operations of the exempt carriers has promoted efficient deliv- 
ery to any point the consignee may desire and, therefore, has opened up many new 
market outlets in a great many of our smaller cities not previously served to com- 
plete satisfaction by the regulated carrier. 

We believe that if all carriers were forced under I. C. C. regulation it would 
have a tendency to eliminate competition which would eventually result in higher 
transportation cost and again these costs would be passed either to the consumer 
or the producer and more likely back to the producer. 

A change in the agricultural exemption would no doubt force a substantial 
number of poultry processors, in the best interests of their producers, to move into 
the trucking business and therefore haul their own products. In Marketing Re- 
search Report No. 224, a survey conducted by the Marketing Research Division 
of the Agricultural Marketing Service of U. S. D. A. had this to say regarding 
effect of removal of the agricultural exemption from fresh and frozen poultry: 

“ * * * Another item of particular significance is that 46 processors reported 
they would either return to private trucking (instead of using for-hire carriers 
exclusively) or would increase their private truck fleet (instead of using both 
private and for-hire) if the agricultural exemption were removed from fresh and 
frozen poultry. Thirty-seven percent of the processors of fresh poultry and 25 
percent of the processors of frozen poultry reported they would take this 
course **s «7 

Forcing processing plants into the trucking business could unnecessarily divert 
capital investments from plant improvements and expansion which is so essential 
to providing the consumer with high-quality food items at the very minimum of 
eost. Therefore, this hardship would definitely be felt by the producers, whether 
or not the processing plant went into the trucking business, since less capital 
would be available for processing plant improvements essential to having a 
healthy growing industry. 

The profit margins available at all levels of production and marketing in the 
poultry industry are so narrow, any increase in cost of transporting poultry prod- 
ucts from the farm to market will only further result in lower income for the 
farmers of this Nation. 

Prices of poultry and eggs, as well as practically all agricultural products are 
determined largely by the buyer and not the seller—unlike those of manufactured 
products. Under these circumstances increased cost of transportation which 
would result from the use of regulated carriers would tend to be passed back to 
the farmers. Removal of the agricultural exemption would tend to increase costs 
and reduce farm prices and such action could hardly be considered justifiable. 

Neither is action justifiable which would tend to restrict markets or reduce con- 
sumption—both of which would result if the poultry and egg industry were forced 
to use regulated carriers. 

You and your committee are acquainted with Marketing Research Report No. 
224, Interstate Trucking of Fresh and Frozen Poultry under Agricultural Exemp- 
tion, published by the Office of Information U. 8. D. A. The Department states 
that interstate trucking of fresh and frozen processed poultry under agricultural 
exemption clause has resulted in lower rates and improved services. 

Further, the Department reports that in a nationwide survey of poultry proc- 
essors and motor carriers they found that rates charged for trucking poultry were 
lower after the poultry was declared to be an exempt commodity. You will recall 
we stated within the past 5 years the consumer has been able to purchase a pound 
of broiler meat for 5 cents a pound less than just 5 years ago, to indicate that once 
again this industry continues to provide the consumer with the highest quality 
meats at the very lowest cost. 
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Our ability to return to the farmer the highest possible return for his products 
depends upon the freedom to move his products to market without undue regula- 
tion oo our ability to keep operating costs and transportation costs as low as 
possible. 


UnirTep States SENATE, 
COMMITTEE ON FINANCE, 
March 29, 1958. 
Mr. Frank L. Barton, 
Interstate and Foreign Commerce Committee, 
Washington, D. C. 


DeEaAR Mr. Barton: I am enclosing a copy of a letter from J. R. Garrett, assis- 
tant general manager of Norbest Turkey Growers Association. 
I request that you enter this letter in the record of your hearings now being 
conducted before the Surface Transportation Subcommittee. 
Thank you for your cooperation. 
Sincerely, 
WALLACE F, BENNETT. 


NoRBEST TURKEY GROWERS ASSOCIATION, 
Salt Lake City, Utah, March 17, 1958. 
Senator WaLLAcE F. BENNETT, 
United States Senate, Washington, D. C. 

DeEaR SENATOR BENNETT: We understand Congress will hold hearings on the 
Motor Carrier Act with some people endeavoring to delete poultry as an exempt 
commodity. 

Norbest Turkey Growers Association represents 5,000 to 6,000 turkey growers 
in the Midwest and Western States. A big percentage of our frozen turkeys 
moved to terminal markets by contract carriers hauling turkeys as an exempt 
agricultural commodity. We definitely feel that our growers will net more 
money for their product (and certainly under these trying agricultural times 
they need all they can possibly get) if turkeys are left as an exempt commodity. 

We doubt very much if there is sufficient ICC motor carriers available to 
handle the product, and if the railroads want to recapture this business, they 
should be permitted to reduce their rates comparable with the contract motor 
earriers. In brief, Norbest Turkey Growers would like you to use your efforts 
in keeping poultry and turkey as an exempt agricultural commodity under the 
Motor Carrier Act. 

Very truly yours, 
J. R. GARRETT, 
Assistant General Manager. 


UNITED States SENATE, 
COMMITTEE ON ARMED SERVICES, 
March 26, 1958. 
Hon. George A. SMATHERS, 
Chairman, Transportation Subcommittee, Senate Committee on Interstate 
and Foreign Commerce, Senate Ofice Building, Washington, D. 0. 

Dear GeorGeE: I am enclosing a letter which I received from Mr. Harry B. 
Caldwell, master of the North Carolina State Grange, which I desire to be made 
a part of the record when your subcommittee begins hearings relative to the 
agricultural exemption from ICC economic regulation. Mr. Caldwell was unable 
to appear in person. 


Sincerely yours, 
Sam J. Ervin, Jr. 


THE NortTH CAROLINA STATE GRANGE, 
Greensboro, N. C., March 13, 1958. 
Hon. Sam J. Ervin, 
Member of the United States Senate, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Ervin: I understand that the Senate Surface Subcommittee of 
the Senate Interstate and Foreign Commerce Committee will hold hearings on 
March 26, 27, and 28, 1958, relative to the agricultural exemption from ICC eco- 
nomic regulation. The organized motor carriers and associations of railroads 
have opposed this exemption from its inception and they have conducted vigor- 
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ous campaigns designed to either weaken the effectiveness of the regulation or 
to secure its complete elimination from the act. 

The North Carolina State Grange and the North Carolina Council of Farmer 
Cooperatives have both studied this situation carefully and it is their opinion 
that any legislative change in the act will seriously affect the ability of farmers 
to move their products to market and increase the cost of transportation. It 
is our hope that Congress will defeat the proposals now pending before the 
Senate committee. 

Representatives of the motor carriers have approached us and requested that 
we support their proposal to eliminate tobacco after it has crossed the ware- 
house fioor. They claim that the adoption of this proposal will have no effect 
upon tobacco growers. The fact is that the flue-cured tobacco stabilization co- 
operative handles millions of pounds of tobacco for the farmers each year. 
This tobacco is assembled by the stabilization cooperative on the warehouse 
floor, transported to redrying plants, then to storage warehouses and is otherwise 
moved about. The grower receives the difference between the selling price for the 
tobacco after all operating costs have been deducted less the amount advanced 
to him by the corporation at the time of sale. Anything that would tend to 
increase costs will simply reduce the net amount available for distribution to 
farmers after the crop has been marketed. You and I also know that increased 
costs of transportation for farm products invariably has an adverse effect upon 
prices paid to growers for their products. Consumer costs for these same items 
are often increased as a result of the higher transportation charges. The buyers 
and handlers of agricultural commodities will usually pass along the higher 
costs either to farmers in terms of lower prices or to consumers in terms of 
higher selling prices. Consequently, we are very much concerned about any 
proposal which will tend to increase transportation costs on agricultural com- 
modities. 

Farmers need a lot of flexibility in the marketing of their commodities. The 
agricultural exemption section of the Transportation Act gives us this flexibility 
in moving our products into the channels of trade. This is another reason why 
we are opposed to the recommendations made by the motor carriers and Associ- 
ation of American Railroads. 

The National Grange and representatives of various commodity organizations 
will appear before the committee and submit statements which reflect the views 
of our members. I am writing you this letter with the hope that you will study 
this situation and then find it possible to join with those who are opposing these 
proposals. 

With kindest personal regards and best wishes, I am 

Cordially, 


Harry B. CALDWELL, Master. 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
March 26, 1958. 
Hon. Groree A. SMATHERS, 
Chairman, Subcommittee on Surface Transportation, Senate Interstate 
and Foreign Commerce Committee, Washington, D. C. 


DeAR SENATOR: I am enclosing a letter from Tillman Produce Co., Ine., to- 
gether with a statement of Gerald Wiebe, president. 
I hope that you will be able to read these into the record of your committee’s 
hearings on the agricultural exemption of the Motor Carrier Act. 
With appreciation and best wishes, I remain, 
Sincerely yours, 
ALEXANDER WILEY. 


TILLMAN Propuce Co., INc., 
Wilton, Wis., March 24, 1958. 
Hon. ALEXANDER WILEY, 
United States Senator, Senate Office Building, 
Washington, D. C. 

DeaR SENATOR WILEY: I am enclosing a copy of the statement which we mailed 
today to the subcommittee on Surface Transportation of the Senate Interstate 
and Foreign Commerce Committee, which we hope will be read at their hearing 
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on the matter petraining to the Agricultural Exemption of the Motor Carrier 
Act on March 26, 27, and 28. 

I am sure you are aware of the importance of this matter to the agricultural 
producers of Wisconsin and our entire Nation. As we have pointed out in our 
statement, we believe that the repeal or substantial narrowing of the present 
scope of the exemption would result in lower prices received by our farmers, 
loss of markets due to poor service, loss of a great number of markets in 
smaller cities now served by contract carrier, loss of potential markets, and 
other disastrous effects. 

It is our hope that you will follow these hearings carefully and should any 
legislation come before the Senate as a result of these hearings, you will sup- 
port our position on this matter. We shall be happy to furnish you any such 
information we have in regard to this problem. 

Thank you very much. 

Respectfully yours, 
















GERALD WIEBE. 





STATEMENT OF BIDWELL TILLMAN, PRESIDENT, TILLMAN PropuUcE Co. INC., 
MIpWEsT PROCESSING REPRESENTATIVE, NATIONAL BROILER COUNCIL 





According to our latest information your committee will be holding hearings 
on certain matters pertaining to the agricultural exemption of the Motor Carrier 
Act. I am sorry that our company cannot be represented personally but we 
do appreciate the opportunity of presenting our views in writing to the members 
of this committee. This statement was prepared and is presented on behalf of 
myself as a grower, processor, and distributor of a substantial volume of eggs, 
foul, and turkey products, and on behalf of the many agricultural producers of 
our State of Wisconsin and boardering states who have made our operation 
possible. 

May I present the reasons why we are opposed to the repeal or substantial 
narrowing of the agricultural exemption as it is presently interpreted by the 
courts. 












1. LOSSES DUE TO SPOILAGE, DETERIORATION OF PRODUCTS, CONDEMNATION, ETC. 





In the past most regulated carriers have given us and our producers very poor 
service. This substandard service has resulted in losses such as, thawing of 
refrigerated poultry products, spoilage, condemnation of these products, and 
over all deterioration. We feel, because of these reasons, that forcing all trans- 
portation under ICC regulation would result in heavy losses. 









2. LOSS OF MARKETS DUE TO POOR SERVICE 









Our experience has shown us that regulated carriers cannot perform the type 
of service our customers demand. A repeal of the agricultural exemption would 
result in poor service that has characterized regulated carriers for many years. 
Regulated carriers are restricted by regulated routes, fixed schedules which are 
not flexible, delays at their terminals, and the inability to work out transfers 
to connecting carriers. There are many examples showing that regulated car- 
riers are either unwilling or actually unable to interchange equipment which 
results in a reloading process. This reloading causes box breakage, thievery, 
and excessive delays. Reloading causes additional problems in that refrigerated 
equipment is not standardized as to size and capacity. Producer patrons which 
are affiliated with us have suffered heavy losses due to these many difficulties. 
We are aware that this is not uncommon to other shippers. 















3. DIRECT DISADVANTAGE TO THE PRODUCER 


The exemption was originally included for the benefit of the farm producer. 
The situation of these producers has not changed to the extent that they no 
longer need this protection. True, some of the freight increases are realized at 
the retail level but in most cases they are felt the longest and the strongest at 
the producer level. Because these increases are reverted back to the farm pro- 
ducer it results in a smaller margin to the producer. 
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4. A CUT IN EXPANSION INTO SMALLER CITIES 


Contract carriers, as we are privileged to have today give us our present 
flexibility. Delivery to any and all points has opened up new markets and out- 
lets not previously served satisfactorily by regulated carriers. As a result there 
has been a tremendous increase in the consumption of agricultural products. 
This is especially true in the case of fresh or frozen fruits and vegetables as well 
as fresh or frozen poultry products. I am sure we would experience a loss of 
many of these markets and outlets if we should experience a repeal or a narrow- 
ing of the exemption. 

We would respectfully ask your support in retaining the exemption in the Motor 
Carrier Act. 

We ask this in the interest of ourselves, our producer patrons, our loyal cus- 
tomers, and all who are interested in the efficient production and distribution of 
agricultural products. 

Thank you very much. 


UNITED StaTEs SENATE, 
COMMITTEE ON THE JUDICIARY, 
March 26, 1958. 
Hon. Grorce A. SMATHERS, 
Chairman, Subcommittee on Surface Transportation, Senate Interstate 
and Foreign Commerce Committee, Washington, D. C. 


Dear SENATOR: I am enclosing a letter from Badger Turkey Industries, Inc., 
of my State, together with a statement of Wallace H. Jerome, president, and also 
a supplementary telegram from Mr. Jerome. 

I hope that you will be able to read these into the record of your committee’s 
hearing on the Agricultural exemption of the Motor Carrier Act. 

With appreciation and best wishes, I remain, 


Sincerely, 
ALEXANDER WILEY. 


Barron, Wis., March 25, 1958. 
Senator ALEXANDER WILEY, 
Senate Office Building, Washington, D. C.: 

Refer our statement presented for your hearings on agricultural exemption. 
We respectfully call your attention to survey by USDA as reported in Marketing 
Research Report No. 224, just published. We believe our statement is corrobo- 
rated by this survey and also that our experience and opinions on this matter are 


quite universal through the poultry industry. 
WALLACE H. JEROME. 


BADGER TURKEY INDUSTRIES, 
Barron, Wis., March 21, 1958. 
Hon. ALEXANDER WILEY, 
United States Senator, 
Senate Office Building, Washington, D.C. 

Dear SENATOR WILEY: I am enclosing a copy of a statement which we mailed 
today to the Subcommittee on Surface Transportation of the Senate Interstate 
and Foreign Commerce Committee which we hope will be read at their hearings 
on matters pertaining to the Agricultural Exemption of the Motor Carrier Act 
on March 26, 27, and 28. 

I am sure that you are aware of the importance of this matter to the agri- 
cultural producers of Wisconsin and our entire Nation. As we have pointed out 
in our statement, we believe that the repeal or substantial narrowing of the 
present scope of the exemption would result in lower prices received by our 
farmers, loss of markets due to poor service, loss of a great number of markets 
in smaller cities now served by contract carriers, loss of potential markets and 
other disastrous effects. 

It is our hope that you will follow these hearings carefully and should any 
legislation come before the Senate as a result of these hearings, you will support 
our position on this matter. We shall be happy to furnish you with further in- 
formation about our experiences in the past relating to this problem. Thank you. 


Respectfully yours, 
WALLACE H. Jerome, President. 
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STATEMENT OF WALLACE H. JEROME, DIRECTOR OF WISCONSIN TURKEY FEDERATION, 
DIRECTOR OF WISCONSIN TURKEY MARKETING COOPERATIVE, WISCONSIN DIRECTOR 
TO NATIONAL TURKEY FEDERATION, TURKEY GROWER, HATCHERYMAN, AND 
PROCESSOR, FROM BARRON, WIS. 


I have been informed that your committee will be holding hearings on matters 
pertaining to the agricultural exemption of the Motor Carrier Act. I am sorry 
that I am unable to present this statement personally but I appreciate the op- 
portunity to present our views in writing to the members of this committee. This 
statement is presented on behalf of myself as a producer of a substantial num- 
ber of turkeys and on behalf of the Wisconsin Turkey Marketing Cooperative, 
which ships approximately 15 million pounds of turkeys annually for its members 
and patrons. 

We are unalterably opposed to the repeal or substantial narrowing of the 
agricultural exemption as it is presently interpreted by the courts, for the fol- 
lowing reasons : 

DUE TO POOR SERVICE 


1. LOSS OF MARKETS 





Repeal of the agricultural exemption forcing all carriers under ICC regulations 
would result in poor service that has characterized regulated carriers for many 
years. Our experience has been that regulated carriers simply cannot perform the 
type of service that our customers demand. The service of the regulated carriers 
is restricted by regulated routes and fixed schedules which are not flexible, delays 
at their terminals and inability to work out transfers to connecting carriers. In 
many cases, carriers are either unwilling or actually unable to interchange 
equipment, making it necessary to reload at their terminals to the equipment of 
connecting carriers, causing box breakage, thievery and excessive delays. Dif- 
ferences in loading capacities of refrigerated equipment further complicates the 
problem of transferring of these loads. Our producer patrons have suffered 
losses due to these difficulties and we know that this is not uncommon to other 
shippers. Therefore, we feel that repeal of the exemption would result in 
tremendous losses to producers due to loss of markets because of poor service. 





















2. LOSSES TO PRODUCERS DUE TO SPOILAGE, CONDEMNATION, GENERAL DETERIORATION 
OF PRODUCTS, REFREEZING, ETC. 


Poor service by the regulated carriers has resulted in losses due to spoilage, 
thawing of refrigerated products, general deterioration of the products and, in 
some causes, even the condemnation of products. We feel, therefore, that forcing 
all transportation under ICC regulation would result in heavy losses due to these 
causes. 


3. FURTHER EXPANSION OF MARKETS IN SMALLER CITIES WOULD BE GREATLY CURTAILED 


The present flexibility of operations of the contract carriers permitting speedy, 
efficient delivery to any point the consignee may desire has opened up new 
market outlets in a great many of our smaller cities not previously served satis- 
factorily by the regulated carriers. This has resulted in tremendous increases 
in consumption of many agricultural products. This is especially true in the 
ease of fresh and frozen fruits and vegetables and fresh and frozen poultry. 
Repeal or narrowing of the exemption would undoubtedly mean the loss of 
many of these existing markets and greatly hinder the further expansion of 
market outlets in our smaller cities. 


4. REPEAL OF THE AGRICULTURAL EXEMPTION WOULD TEND TO ELIMINATE COMPETITION 


We believe that if all carriers were forced under ICC regulation, it would have 
a tendency to eliminate healthy competition among carriers, which would eventu- 
ally result in higher freight costs to our producers. It is our understanding that 
the exemption was included in the Motor Carrier Act originally for the benefit 
of the farm producers—we do not believe that conditions have changed to the 
point where our farmers no longer need this protection. In some cases, increased 
freight rates are reflected at the retail level, but in most cases it reverts back 
to the producer resulting in smaller margins to the producer. 





















9338 PROBLEMS OF THE RAILROADS 


5. REPEAL OF THE EXEMPTION WOULD FORCE MANY SHIPPERS INTO THE TRUCKING 
BUSINESS TO HAUL THEIR OWN PRODUCTS 


We are of the opinion that if all transportation of these commodities or prod- 
ucts were placed under ICC regulations many shippers, including ourselves, would 
be forced to go into the trucking business to insure that our customers continue 
to receive the type of service they are accustomed to and demand. In many 
cases this would be necessary for survival with the competition we face in 
business today. This would, of course, work an extreme hardship on processing 
plants which would, in turn, be a hardship on producers because the problems 
of processing are very closely related to the producers of that product. Forcing 
processing plants into the trucking business would necessarily divert capital in- 
vestments from plant improvements and expansion which is so essential to keep- 
ing up with this fast-moving, ever-changing, highly competitive business world 
of today. We feel, therefore, that hardships such as this will be definitely felt 
by the producers, whether or not the processing plants are cooperatively owned 
and operated. 

In closing, we wish to state that we feel that the repeal or substantial narrow- 
ing of the agricultural exemption as it is presently interpreted by our courts 
would be catastrophic to agricultural producers and we respectfully request your 
support in retaining the exemption in the Motor Carrier Act. Thank you. 


United States SENATE, 
COMMITTEE ON THE JUDICIARY, 
March 26, 1958. 
Hon. Grorce A. SMATHERS, 
Chairman, Subcommittee on Surface Transportation, Senate Interstate 
and Foreign Commerce Committee, Washington, D. C. 


Dear SENATOR: Enclosed is copy of letter from C. W. Hawes & Co., of Wiscon- 
sin, and from Hartwig’s Poultry Farm, Inc., also of Wisconsin. They support 
continuation of the agricultural exemption of the Motor Carrier Act. 

I hope that you will give these letters your consideration. 

With kindest regards, I remain, 

Sincerely yours, 
ALEXANDER WILEY. 


C. W. Hawes & Co., 
Baraboo, Wis., March 21, 1958. 


Subject: Agricultural exemption of the Motor Carrier Act. 


Senator ALEXANDER WILEY, 
Senate Office Building, Washington, D. C. 


HonoraB_e Siz: We understand that hearings are scheduled for March 26, 27, 
and 28, called by the Subcommittee on Surface Transportation of the Senate 
Interstate and Foreign Commerce Committee. We certainly hope that you will 
give your support in maintining this exemption. 

Of course, we have several reasons for feeling that this exemption must be 
retained in its present form. Loss of this exemption would necessitate inter- 
change of equipment, which in turn would bring unnecessary delays. It would, 
naturally, increase the cost of transportation. Since we are in a farming com- 
munity we feel certain that this increase in cost would more than likely be 
passed back to the producer. 

Also, I should further like to state that this exemption in its present form very 
definitely gives us many advantages, such as permitting our truck operations to 
flow freely from delivery point to delivery point and also permits us to load and 
. unload at any time. 

These, then, are only part of our reasons for having you consider the retention 
of this agricultural exemption. 


Very truly yours, 
CHARLES W. Hawes, President. 
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HaARTWI@’s POULTRY FARM, IN¢., 
Johnson Oreek, Wis., March 18, 1958. 
Hon. ALEXANDER M. WILEY, 
Senator, State of Wisconsin, Washington, D. C. 


Sm: We would like to go on record as opposing any change in the agricul- 
tural exemption of the Motor Carrier Act. Under this exemption a trucker 
hauling agricultural products may operate without ICC license, may go any- 
where he pleases, and may charge rates determined by negotiation. 

In our opinion, this exemption was included for the benefit of the farmer and 
any change would hurt the farmer since the increasing costs or the margin 
between the producer and consumer would be passed backward. Also poor serv- 
ice, loss of markets, and difficulty and delays in reaching the market would 
further hurt them by destroying market outlets and making it more difficult to 
reach new markets. 

Will you please do whatever you can to see to it that no change is made in 
this agricultural exemption? 

Thank you very much. 

CLARENCE H. Hartwie, President. 


COMMONWEALTH OF PENNSYLVANIA, 
GOVEERNOR’sS OFFICE, 
Harrisburg, April 2, 1958. 
Hon. JosepH C. CLARK, 
Senate Office Building, Washington, D. C. 


Deak Joe: Attached are copies of two resolutions relating to the railroad lay- 
offs in and around Altoona, Pa. 

As you know, the servicing of railroad equipment has become one of the hard- 
hit industries in Pennsylvania, particularly due to the dieselizatiou of our trains. 
The current recession serves well to emphasize the trials of this industry—an 
important one to Pennsylvania. 

I hope that you will give full and due consideration to the accompanying 
resolutions and that you will see what can be done toward enacting of legisla- 
tion that will give the railroads a stronger position in the transportation in- 
dustry. 

My best regards. 

Sincerely, 
GEORGE [LEADER. ] 


GOVERNOR’S REGIONAL JOB DEVELOPMENT CONFERENCE, ALTOONA, PA., 
Makcu 13, 1958 


Resolved, That it is the opinion of those assembled at this meeting, that the 
serious unemployment situation which confronts this entire area results from 
the operation of the Federal statutes now placing an intolerable burden on the 
railroad industry and that legislation is urgently required for the relief of the 
industry in order that its employment problems may be solved. 

We urgently request the Governor of the Commonwealth to place this matter 
before the Congress of the United States and the executive branch of our Gov- 
ernment. 

EMANUEL §. LEOPOLD, Esq., 
Crate I. CLueH, 
Superintendent, Altoona Works, Pennsylwania Railroad. 
ANDREW J. KAELIN, 
International Vice President, Transport Workers Union of America. 


RESOLUTION 


Resolved by the Council of the City of Altoona, Pa., That— 

Whereas the railroads of this country, including those directly serving the 
State of Pennsylvania and the Pennsylvania Railroad serving Altoona, for 
many years have been subjected to rigid and restrictive regulation, while com- 
peting forms of transportation have been left relatively free of such interfer- 
#nce ; and 
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Whereas the Government provides and maintains tax-free facilities for air, 
highway, and water carriers to compete against the privately owned and heavily 
taxed railroads, which provide the most economic form of transportation for 
the American public, all costs considered ; and 

Whereas such Government policies have seriously weakened the railroad and 
thereby our national defense for which they provided more than 90 percent 
of transportation service in World War II and is causing them to shrink their 
plant and equipment while the Communist enemy is steadily building a larger 
railroad system ; and 

Whereas this condition has caused the unemployment of thousands of rail- 
roaders and other thousands of persons in industries which supply the rail- 
roads, such as the steel industry which normally sells about 7 percent of its 
product—directly or indirectly—to the railroads ; and 

Whereas fair and open competition has been and is the key to prosperity and 
the American system of free enterprise : Now, therefore, be it 

Resolved by the City Council of Altoona, Pa., as follows: 

(1) That the City Council of the City of Altoona, Pa., goes on record as fa- 
voring legislation that will enable the railroads to compete on more equal terms 
with other forms of transportation so that the public will receive the benefits of 
the lowest overall cost of transportation, and so that the backbone of our na- 
tional defense will be strengthened and the current business recession shortened 
through increased employment by the railroads and supply industries. 

(2) That a copy of this resolution be forwarded to United States Senators 
Edward Martin and Joseph S. Clark and Congressman James B. Van Zandt, of 
Pennsylvania, with copies to Gov. George M. Leader and to Senator George 
Smathers, chairman of the Subcommittee on Surface Transportation of the 
Senate Interstate and Foreign Commerce Committee, Washington, D. C. 

Read and passed this 11th day of March 1958. 


Rosert W. ANTHONY, Mayor. 


Attest: 
Frep R. WALKER, City Clerk. 


TRASK TURKEY FARMS, 
Black Riwer Falls, Wis., March 15, 1958. 


Hon. Lester JOHNSON, 
House of Representatives, Washington, D. C. 

Dear Mr. JOHNSON: It has just come to our attention that the Subcommittee 
on Surface Transportation of the Senate Interstate and Foreign Commerce Com- 
mitte will hold hearings March 26, 27, and 28, on matters pertaining to the 
agricultural exemption. This means they will probably consider Senate bills 
1689 and 2553. The effect of these bills wonld change, among other things, 
fresh and dressed poultry, from exempt to regulated commodities for the pur- 
pose of motor carriage and mean these products would be subject to regulated 
rates and regulated schedules which, without much doubt, would increase costs 
and deprive our poultry industry of some of its curved flexibility. 

The effects of the agricultural exemption may be summarized as follows: 

A trucker hauling agricultural products now may: 1. Operate without 
ICC license. 2. May go anywhere he pleases. 3. May charge rates de- 
termined by negotiation. 

Whereas if agricultural products were not exempt: 1. Only ICC approved 
and contract carriers could haul for hire in interstate commerce. 2. Such 
carriers could haul only to points specified in certificate. 3. Rates are sub- 
ject to ICC regulation. 

In view of the above we want you to know that we are very much opposed 
to any bill that might deprive our products from the exemption they now enjoy. 
It is important to remember that this exemption was included for the benefit 
of the farmer. Thus, it must be emphasized that increasing costs or the margin 
between the producer and consumer will hurt the farmer since the costs tend to 
be passed backward: that poor service, loss of markets, and difficulty and de- 
lays in reaching the market will injure farmers by destroying market outlets 
and making it more difficult to reach new markets. We hope you may feel able 
to oppose these or any similar bills. 

Sincerely yours, 

A. H. Trasx. 
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INSTITUTE OF AMERICAN POULTRY INDUSTRIES, 
Chicago, Ill., March 28, 1958. 


Hon, GEorGE A. SMATHERS, 
Subcommittee on Surface Transportation of the Senate Interstate and 
Foreign Commerce Committee, Senate Office Building, Washington, D. C. 

DeEaR SENATOR SMATHERS: We have been advised that a Mr. John R. Staley, 
who testified on March 25 before your Subcommittee on Surface Transportation 
of the Senate Interstate and Foreign Commerce Committee for the United States 
Chamber of Commerce included in his testimony a statement that the agricul- 
tural exemption of the Interstate Commerce Act be redefined, and, further, 
under questioning, conveyed the impression that the chamber could be said to 
speak for its farm group members in making this recommendation. 

The Institute of American Poultry Industries, a member of the Chamber of 
Commerce of the United States, is completely opposed to the recommendations 
made by Mr. Staley with respect to the redefinition of the agricultural exemption. 

You have a copy of our statement filed Friday, March 28. And again our 
policy is that we are opposed to any further substantial narrowing of the agri- 
cultural exemption as presently interpreted by the courts. 

Thanks for your cooperation. 

Sincerely, 


FRANK G. WOLLNEY, 
Field Service Director. 


VEGETABLE GROWERS ASSOCIATION OF AMERICA, 
March 27, 1958. 
Hon. Groree A, SMATHERS, 
Chairman, Surface Transportation Subcommittee, 
United States Senate, Washington, D. OC. 


Deak SENATOR SMATHERS: In making a statement before your Surface Trans- 
portation Subcommittee of the Interstate and Foreign Commerce Committee on 
March 25, 1958, Mr. John R. Staley, representing the United States Chamber of 
Commerce, inferred that they were speaking for agricultural organizations in 
the recommendation they were presenting on agricultural exemptions. This im- 
pression was further conveyed when Senator Lausche and Senator Schoeppel in- 
terrogated the witness. 

May I refer you to the statement I presented on March 24 indicating our policy 
and the position of the Vegetable Growers Association of America and you will 
note that his statement is contrary to our adopted policies. This applies as well 
to the other agricultural groups that appeared before your committee that day. 

Sincerely yours, 
JOsEPH S. SHELLY, 
Executive Secretary. 


Two Bar Ranca Co., 
Craig, Colo., April 14, 1958. 


Hon. GreorGEe A, SMATHERS, 
Chairman, Subcommittee on Surface Transportation, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR SMATHERS: I have been engaged in the livestock ranching busi- 
ness in Colorado for the past 38 years, and it has been my observation that trans- 
portation and the cost of transportation of livestock products is a very important 
item in our industry. The cost of transportation has constantly been rising, and 
part of this increased cost is due to the transportation tax by the Federal Govern- 
ment. I sincerely hope that something will be done in the very near future to 
repeal this excise tax and give that much relief to the shippers of livestock. 

In the past the railroads have been the most important method of transport- 
ing livestock and livestock products, but today they do not seem to be able to 
compete with other means of transportation in the mater of rates. It is my un- 
derstanding that due to ICC regulations, the railroads are unable to lower 
their rates when it would place them in direct competition with other means of 
transportation. It seems to me that something must be done to allow the rail- 
roads a freer hand in establishing rates which would be competitive. I feel that 
it would be a sad day if the livestock industry has to depend entirely upon trucks 
to transport livestock products to and from the market places. 
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I sincerely hope that your bill, 8. 2553, is enacted into law, and I will appreciate 
it very much if you would read this letter into the record of the hearings before 
_your committee. 

Very sincerely yours, 


G. N. WINDER. 


AMERICAN ASSOCIATION OF NURSERYMEN, INC., 
Washington, D. C., March 26, 1958. 
Senator Georce A. SMATHERS, 
Senate Office Building, Washington, D.C. 


Deak SENATOR SMATHERS: In making his statement before the Surface Trans- 
‘portation Subcommittee of the Senate Interstate and Foreign Commerce Com- 
mittee on March 25, 1958, Mr. John R. Staley, speaking for the United States 
Chamber of Commerce, included a recommendation that the agricultural exemp- 
tion in the Interstate Commerce Act be redefined. During the course of Mr. 
Staley’s subsequent interrogation by Senator Lausche and by Senator Schoeppel 
the impression was conveyed that the chamber could be said to speak for its 
farm group representatives in making this recommendation. 

We would like the record to show that the American Association of Nursery- 
men, Inc., although a member of the United States Chamber of Commerce, was 
never consulted in the formulation of these recommendations. We are completely 
opposed to the recommendation made by Mr. Staley with regard to a redefinition 
-of the agricultural exemption and are particularly opposed to the chamber’s sug- 
gestion that the Interstate Commerce Commission should have the authority 
to remove the exemption wherever it apears to be working against the general 
public interest. It seems clear that this would transfer an authority which has 
always been congressional and which was always intended to be congressional, 
to an administrative agency. 

We would like to call your attention to the statement made by Mr. Charles 
Baldwin, transportation committee chairman of the American Association of 
Nurserymen, on March 25, to the testimony of the American Farm Bureau 
on March 24, the United Fresh Fruit and Vegetable Association on March 24, 
the Vegetable Growers Association of America on March 24, the National Council 
of Farmer Cooperatives on March 25, and to the testimony of subsequent wit- 
nesses for farm groups all of whom have expressed opposition of legislative 
changes in the agricultural exemption as now written. We request that this 
letter be included in the record of these hearings. 

Very sincerely yours, 
RICHARD P. WHITE, 
Ezvecutive Vice President. 


WARREN FisH Co., INC., 
Pensacola, Fla., March 31, 1958. 
Senator GreorGE A. SMATHERS, 
Washington, D.C. 


Dearz SENATOR SMATHERS: We hereby confirm telegram just sent you listing the 
names of operators of trucks handling exempt fish and seafoods products, which 
haul for us and which wish to maintain the exempt status of their trucks. 

Alyesworth Bros., Gulfport, Fla. 

G. T. Bodiford, Panama City, Fla. 

H. E. Fulford, Panama City, Fla. 

Cook Seafood Co., Panama City, Fla. 

J.D. Holmes, Panama City, Fla. 

Gulf Fisheries, Port St. Joe, Fla. 

Spence Bros. Fish Co., Niceville, Fla. 

B. & B. Fisheries, Pensacola, Fla. 

American Seafood Co., Pensacola, Fla. 

Williams Seafood Co., Pensacola, Fla. 

Joe Patti Fish Co., Pensacola, Fla. 

E. E. Saunders Trucking Service, Pensacola, Fla. 

Empire Seafood Co., Birmingham, Ala. 

Independent Fish Co., Birmingham, Ala. : 

Our position with respect to and our need for the service provided by exempt 
‘trucks, is set forth about as clearly and completely as we know how, in our 
letter of December 19, 1957. 
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Again we wish to thank you for your continued and effective efforts in behalf 
of our industry in this as well as other matters. 
Yours very truly, 







Harry Borts, Vice President. 












MEREDITH FisH Co., 
Sacramento, Calif., March 28, 1958. 





Hon. Senator GEorce A. SMATHERS, 
Senate Committee on Interstate and Foreign Commerce, 
Senate Building, Washington, D.C. 

HONORABLE Sir: This letter will advise you, the Northern California Seafood 
Institute, with 38 members, consisting of brokers, processors, wholesalers, and 
distributors of fresh and frozen fishery products, are on record for saving regula- 
tions exempting the fresh and frozen fishery in the ICC regulations. 

In the interest of saving time, I have been requested by our membership to 
urge the above request. 

Very truly yours, 













Luioyp TuRNACLIFF, President. 





HARLINGEN, TeEx., April 2, 1958. 
WARREN G. MAGNUSON, 
Chairman, Senate Committee, 
Interstate and Foreign Commerce, 
Washington, D. C.: 
Imperative present exemption on raw or cooked frozen seafoods distribution 
be maintained for industries’ growth and survival. 








ALBERTI SEAFOODS, 
R. M. GRANDY. 








MraMI, Fra., March 31, 1958. 
Senator GrorcE SMATHERS, 
United States Senate, Washington, D. C.: 
Request your assistance seafood exemption. We haul seafood from Florida 
as exempt carrier. Our trucking threatened by loss of exemption. 
SUNSHINE STATE TRANSPORT, INC. 










MraAMI, Fra., March $1, 1958. 
Senator GreorGE SMATHERS, 
United States Senate, Washington, D. C.: 
All our Florida seafood products to midwest movement depends on fisheries 
exemption. Please help us protect our business. 







FRozEN SEaAFoops, INc., 
H. Bickow. 


MiaAmtI, F'LA., March 31, 1958. 








Senator GEORGE SMATHERS, 
United States Senate, Washington, D.C.: 
We rely totally upon exempt carriers hauling our $4 million frozen breaded 
shrimp to national markets. Strongly urge you support continued exemption. 
FroripA FRozEN Foop Processors, INc., 
S. K. Oper. 











PENSACOLA, Fia., March 31, 1958. 






GrorcE A. SMATHERS, 
Washington, D. C.: 
Following operators exempt trucks hauling for us, desire maintain their exempt 
status: Aylesworth Bros., Gulf Port, Fla.; G. T. Bodiford, Panama City, Fla.; 
H. E. Fulford, Panama City, Fla.; Cook Seafood Co., Panama City, Fla.; J. D. 
Holmes, Panama City, Fla.; Gulf Fisheries, Port St. Joe, Fla.; Spence Bros. Fish 
Co., Niceville, Fla.; B. & B. Fisheries, Pensacola, Fla.; American Seafood Co., 
Pensacola, Fla.; Williams Seafood Co., Pensacola, Fla.; Roe Patti Fish Co., 
Pensacola, Fla.; E. E. Saunders Trucking Service, Pensacola, Fla.; Empire Sea- 
food Co., Birmingham, Ala.; Independent Fish Co., Birmingham, Ala. 
WARREN FisH Co., 
Botts. 
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DENVER, CoLo., March 17, 1958. 
Senator JoHN A. CARROLL, 
Senate Office Building, 
Washington, D. C.: 

Re Subcommittee on Surface Transportation of Senate Interstate and Foreign 
Commerce Committee scheduled hearings from March 26, 27, and 28 which 
probably will consider S. 1689 and S. 2553. Were these bills finally enacted, it 
could have a disastrous effect on the poultry, turkey, and egg industries as well 
as the fresh fruit, vegetables, and citrus fruit industries, as all these commodities 
tie in transportation and perishable wise. Also it would adversably affect the 
producer and consuming public. Without doubt it would raise cost and force 
industry to operate trucks to maintain schedules to preserve perishables that 
could not be equal by rail or trucklines if produce industry forced to operate 
trucks. This in itself would have the effect to put small business out of business 
and tend to put industry in hands of few large wealthy hands. To protect these 
highly perishable commodities a great part would still have to be handled as at 
present, which would tend to force out those without great capital, to invest in 
hauling equipment. Thus, as stated, put industry eventually in fewer hands 
or encourage subterfuge which could destroy many of present legitimate com- 
panies that process or transport or distribute the commodities. Furthermore, and 
regardless of above enactment of such legislation, would mean relatively lower 
prices to the producer or higher prices to the consumer, or both. 

This question is more serious and complicated than we feel the authors realize, 
and at best could hardly accomplish more than a token result for which they 
apparently strive. While hurting producers, processors, present transporters, 
distributors, and most surely all consumers as all persons, infants to adults, 
consume some of these commodities in some form. Were the people aware of 
the facts and probable results, it is reasonable to expect that more than 95 
percent would be actively against such legislation as now purposed. We re- 
spectfully seek your support to investigate this proposed legislation and oppose 
it. 

WHOLESALE Eco & Pouttry DEALERS or CoLorapo, INC. 
R. A. Grimes, President. 


J. A. SHarorr & Co., 


Denver, Colo., March 15, 1958. 
Hon. Jonw A. CARROLL, 


United States Senate, Washington, D.C.: 


Dear Sir: It has been brought to our attention that the Subcommittee on Sur- 
face Transportation of the Senate Interstate and Foreign Commerce Committee 
has scheduled hearings for March 26, 27, and 28, and that this committee will prob- 
ably consider S. 1689 and S. 2553. We, the largest wholesale egg and poultry 
dealer in the State of Colorado, wish to go on record against any change in these 
bills that would effect the agricultural exemption as currently interpreted by 
the courts. 

Any such changes in the law would mean higher regulated rates and would 
increase the operating costs of the industry which would refiect lower prices 
to the farmer who is now in a bind between higher production costs and lower 
selling prices for their products. We believe everything possible should be done 
to relieve this burden rather than increase it. 

These two bills currently only apply to certain specific agricultural commodi- 
ties. We further wish to go on record that all types of agricultural commodities, 
including meat, should be exempted from ICC regulations and, thereby allow the 
consumer to purchase food at a much cheaper price since all these regulations 
have the effect of increasing the cost to the consumer. By having these regula- 
tions in effect, the people that are engaged in the agricultural industry at all 
levels realize less for themselves since they have to ship their commodities on 
regulated carriers that operate on definite schedules. Quite often many of the 
aera ~ - “ore ae ne ee by regulated carriers and incur a 

expen Vv n m n their busin 
now in oe g siness operation by ICC regulations 
e hope that this letter explains our views with regard to 
help that you can give will be greatly appreciated. , aches 
Very truly yours, 


Any 


J. A. SHAROFF. 











| 
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CALIFORNIA GRAPE & TREE FRUIT LEAGUE, 
San Francisco, Calif., March 26, 1958. 
Hon. GEORGE SMATHERS, 
Chairman, Subcommittee on Surface Transportation, Senate Committee 
on Interstate and Foreign Commerce, Washington, D. C. 


DeaR Mr. SMatueERS: The members of the California Grape & Tree Fruit 
League have been following with a great deal of interest the proceedings before 
your subcommittee concerning the national transportation problem. The mem- 
bership of this league consists of growers and shippers of 85 percent of the fresh 
deciduous tree fruit, grapes, and strawberries that are shipped in interstate com- 
merce from California. 

The markets for these fresh fruits are located primarily in the industrial areas 
north of the Ohio River and east of the Mississippi. New York City alone receives 
20 percent of the total fresh deciduous fruit shipments from California. Trans- 
portation costs constitute approximatley one-third of the delivered price re- 
ceived by the California growers we represent. 

While railroads are the principal means of transportation used by these ship- 
pers to transport their commodities to these eastern markets, in recent years 
the use of trucks has helped this industry expand their marketing area and we 
now sell a substantial tonnage in smaller markets located in the South and West. 
Because of the flexibility of trucks and their freedom to adjust their operations 
at a moment’s notice to meet otherwise impossible situations, such as multiple- 
stop deliveries, the fresh deciduous fruit industry of California has been able to 
market an increased production without the need for Federal Government aid in 
the form of price supports. 

Since 1935 when part II of the ICC act, known as the Motor Carrier Act, was 
passed by Congress, section 203 (b) (6) of the ICC act has provided that property 
consisting of ordinary livestock, fish (including shellfish), or agricultural com- 
modities (not including manufactured products thereof) transported in motor 
vehicles that are not used in carrying any other property, or passengers, for com- 
pensation are exempt from economic regulation. 

We believe the intent of Congress in exempting agricultural commodities from 
economic regulation was to assist the farmer in marketing his crops. Technolog- 
ical progress in the processing, packing, handling, and transportation of agri- 
cultural commodities and court decisions expanding the agricultural exemption 
to include items not foreseen or intended in the original legislation have resulted 
in the introduction of restrictive legislation now pending before Congress. 

The board of directors of this league has given careful thought and study to the 
various proposals that have been made that would in one way or another 
restrict or eliminate the agricultural exemption to the detriment of the fresh 
fruit industry, and has formally adopted the following as its policy with respect 
to legislation concerning the agricultural exemption: 

The California Grape & Tree Fruit League is opposed to further broaden- 
ing of the agricultural exemption and will, in order to preserve the agricul- 
tural exemption as intended by Congress, support measures which would 
limit the application of the exemption to ordinary livestock, fish (including 
shellfish), and agricultural commodities in their raw, natural or unprocessed 
state. 

In applying this policy the board of directors has voted unanimously to support 
S. 2553 as introduced by you. 

We are informed that the hearings on the railroad problems now being held 
by your subcommittee will include the hearing on S. 2553. We would like our 
remarks in this letter to be made part of the hearing record and respectfully 
request the subcommittee’s support of S. 2553. 

Yours very truly, 

KE. ALAN MILLs, 
Assistant Manager in Charge of Traffic. 


STATEMENT OF THE CHAMBER OF COMMERCE OF PITTSBURGH IN SUPPORT OF THE 
REPEAL OF THE FEDERAL Excise TAXES UPON THE TRANSPORTATION OF PROPERTY 
AND PERSONS 

INTRODUCTION 


The Chamber of Commerce of Pittsburgh is a nonprofit organization estab- 
lished in 1847. It is incorporated under the laws of the Commonwealth of 
Pennsylvania for the purpose of protecting, fostering, and developing the com- 





2346 PROBLEMS OF THE RAILROADS 


mercial, manufacturing, financial and general interests of the municipality, 
State, and Nation and generally to use such lawful means as may be necessary 
for the encouragement and protection of such interests. 

In carrying out its purpose, the Chamber of Commerce of Pittsburgh is most 
appreciative of the opportunity to submit a statement of position regarding the 
repeal of Federal excise taxes—and more specifically, the repeal of the Federal 
excise tax upon transportation. 

It is realized that the repeal of excise taxes other than those applicable to 
transportation is important to business, industry, and the consumer, as well as 
the Federal Government. However, it is the desire of this chamber to bring 
again to your attention its primary reasons for supporting the repeal of trans- 
portation excise taxes. 

THE FEDERAL EXCISE TAX 


Among other forms of Federal taxation, the Federal excise tax upon the trans- 
portation of property and persons was originally imposed as a wartime measure 
to obtain additional revenues and to discourage the use of passenger transpor- 
tation on an already overworked transport system. The Federal excise tax was 
imposed on passenger transportation in 1941 and upon freight transportation in 
1942. 


A number of requests have been submitted to Congress urging the repeal of 
these taxes. The Chamber of Commerce of Pittsburgh submitted similar state- 
ments in November 1956 and May 1957 to the Ways and Means Committee of 
the House. Many reasons have been set forth in speeches, bills before Con- 
gress, newspapers and publications, explaining the need for relief to the con- 
sumer, and to business and industry in general, from this antiquated taxation 
system. 

The current economic recession acts as a spur for immediate consideration 
for repeal of taxes. The need for relief is great in many areas, Pittsburgh 
included. Since the first statement was submitted by the chamber in 1956, there 
have been two substantial increases on freight rates, increases in rail passenger 
fares, and a small increase in airline passenger fares—other increases are now 
under considertion. Each increase was accompanied by further increase in the 
excise tax. 

The Federal excise taxes have long since served the purpose for which they 
were created. They have continued far too long to be a cost of transportation 
and now appear to be more of a deterrent in the development of commerce than 
a mean for the Federal Government to obtain revenues. 


THE FREIGHT TAX 


The Federal tax up on freight transportation is a fixed charge of 3 percent of 
the freight charge for most forms of freight transport. It is applicable to all 
transportation for hire except for the transportation of natural gas on which 
there is no tax. The transportation of oil by pipeline is taxed at the rate of 4.5 
percent and coal is taxed at the rate of 4 cents per short ton (2,000 pounds). 

The removal of this deterrent to commerce and progress by the immediate 
repeal of the Federal excise tax upon freight transportation is required for the 
following reasons: 


1. The emergency period caused by World War II has been over for more than 
5 years 

In 1917, Congress passed similar legislation for taxation during World War I. 
It is important to note that this tax was repealed within 4 years from its enact- 
ment and in less than 2 years after the emergency period caused by the war— 
a more realistic period for a “temporary tax.” The present freight tax—over 16 
years old—is no longer required as an emergency measure, per se. Its continued 
use seriously restricts and jeopardizes the development of air, motor, rail, and 
water freight transport from meeting the needs of expanding trade and com- 
merce so vital to our national defense. 


2. A taw of outsized proportions 

The general level of freight rates is now more than 80 percent greater than the 
level of rates at the time the freight tax was enacted. Superimposed on this 
higher rate level are the added costs of the freight tax which automatically in- 
crease as the freight rates increase—results—a tax of outsized proportions which 
plague both shipper and carrier. Repeal of the freight tax will (a) enable the 
freight carriers to develop additional tonnage through encouraging shippers to 
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broaden their market areas by the use of more long haul shipments at lower 
costs; and (b) will encourage the use of “public” instead of “private” carriage. 


8. The excise tax on freight transportation is highly discriminatory against 
common carriers 


Since private carriers are not required to collect taxes on transportation of 
freight, the excise tax on freight protects the so-called private or pseudo-private 
carrier while discriminating against the common carriers. This indirect pro- 
tection of the private carrier continuously drains traffic from the common car- 
riers—traffic which is badly needed to provide additional revenues. 

The only fair and equal method to treat this complex situation is to repeai the 
taxes on the transportation of freight via common carriage. 


4. The freight tax is highly discriminatory against shippers 

The tax is discriminatory against shippers since a small shipper must use 
public carriage and pay the freight tax—such shippers cannot afford to provide 
private carriage as their operations do not permit ownership of a large trans- 


port fleet. On the other hand, the large shipper may use his own transport fleet 
and thus avoid the freight tax. 


5. The freight tax is a compounded tax causing prices to spiral upward creating 
inflationary pricing conditions 

The tax on the freight transportation applies to each movement of a shipment. 
The tax “pyramids” and “compounds” since it accumulates as merchandise 
moves through each stage of manufacture to the consumer. For example, the 
shipper of raw materials pays a transportation tax for the transport of his 
goods to the manufacturer; the manufacturers pays a higher rate upon the 
finished and semifinished goods to the assembly plant, the wholesaler, the re- 
tainer and finally the consumer must each pay an increasingly higher tax. It is 
well known that as the goods improve in the manufacturing process they take 
a higher freight rate, hence a higher tax rate. In each instance the tax is 3 
percent of the freight rate, but the total costs increased through each stage are 
substantially greater—thus the tax is a tax upon taxes or compounded taxation, 
and the net results is higher prices for the consumer. 


6. The freight tax creates an unnecessary burden on the carrier in the collection 
of the tax 
The collection of taxes alone increases the operating costs substantially for 
each carrier. Relief in this area can readily give the carrier much needed as- 
sistance in reducing operating costs. 


7. The freight tax is discriminatory against commodities and specific industries 


The tax upon fuel is one of the most discriminatory elements of the Federal 
excise taxes upon transportation. Coal is taxed at the rate of 4 cents per short 
ton (2,000 pounds) ; oil transported by pipelines is taxed at the rate of 4.5 per- 
cent; while natural gas is not taxed at all. Accordingly, the tax on fuel trans- 
port is glaringly discriminatory and is not consistent with a sound national 
transportation policy. 

THE PASSENGER TAX 


The Federal tax on passenger transportation is levied upon the total trans- 
portation fare at the rate of 10 percent. The tax was estiblished in 1941 at the 
rate of 5 percent; increased to 10 percent in 1942, and increased to 15 percent in 
1944. In 1954 it was reduced to the level of 10 percent. The passenger trans- 
portation tax was a “wartime emergency measure” to relieve a heavily burdened 
transportation system from “all but necessary travel” and to obtain emergency 
revenues. 


1. The passenger transportation tax is no longer required—it is a taw without 
a@ purpose 

The transportation system has expanded tremendously during the postwar 
years and even greater expansion is planned for the future. The continuation 
of a tax of this type has no merit within the economy of the United States—it 
appears to be taxation without a purpose. 

The slight relief granted in 1956 with the establishment of tax zones for 
international travel does not improve the domestic travel situation. In fact this 
form of taxation acts as a deterrent upon domestc travel and discriminates 
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against the domestic traveler. For the continued improvement of our domestic 
transport facilities this deterrent and discrimination should be removed at the 
earliest possible date. 


2. The passenger transportation tax prevents development of the market and 
expansion of facilities 

There is no need for the Chamber of Commerce of Pittsburgh to go into detail 
on the expansion of the airline equipment programs, as well as the improvements 
in passenger facilities on both rail and bus. Considerable detailed information 
has been submitted to the Interstate Commerce Commission and the Civil Aero- 
nautics Board, as well as to Congress, concerning increased capacities of trans- 
port facilities planned in rail, motor, and air. It suffices to say that private 
industry would not embark on the heavy programs for new equipment without 
the faith and foresight that the equipment will be utilized in an ever-expanding 
economy. 

The continued development of air, rail, and motor carriers in preserving an 
“adequate” system of transportation “to meet the needs of commerce, the postal 
service and the national defense” is essential to the United States, and any de 
terrent to its growth exists without merit or cause. 


SUMMARY 


The Chamber of Commerce of Pittsburgh urges the immediate repeal of the 
Federal excise taxes upon the transportation of property and persons. 

The Federal excise taxes on transportation are a deterrent to the development 
of commerce. Originally imposed as a wartime measure, these taxes have ful- 
filled their original purpose and are no longer required. 

The Chamber of Commerce of Pittsburgh emphasizes the reasons for the repeal 
of these antiquated taxes: 


1. On transportation of freight 

(a) The emergency caused by World War II has been over for more than 5 
years. 

(bo) These taxes are of outsized proportions. 

(c) The freight tax is highly discriminatory against carriers. 

(ad) The freight tax is highly discriminatory against shippers. 

(e) The freight tax is a compounded tax causing prices to spiral upward 
creating inflationary pricing conditions. 

(f) The freight tax creates an unnecessary burden on the carriers in the 
collection of the tax. 

(7) The freight tax is discriminatory against commodities and specific 
industries. 


2. On passenger transportation 

(a) The passenger tax is a tax imposed without merit or purpose. 

(b) The passenger transportation tax prevents the development of the market 
and expansion of facilities. 


(A letter subsequently received by the subcommittee on the subject 
of the deteriorating railroad situation is as follows :) 


THE SECRETARY OF COMMERCE, 
Washington, April 22, 1958. 
Hon. Georce A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, Committee on Interstate 
and Foreign Commerce, United States Senate, Washington, D. OC. 


Dear Mr. CHAIRMAN: This letter is submitted in connection with your sub- 
committee’s study of the deteriorating railroad situation. You were very kind 
to invite me to appear in person before your subcommittee to testify concerning 
this important problem. I regret that I was unable to do so. This letter em- 
bodying the administration’s views is being sent instead. I sincerely hope that 
you will find it helpful. 

The difficulties presently besetting the railroads stem in part from the current 
downturn in general economic activity. This downturn accounts for much of 
the sharp decline in carloadings since last September. There are, however, 
other causes of longer standing which have acted as a depressant upon the 
transportation industry and upon the railroad industry in particular. 
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Many steps have been taken to promote general recovery of the economy and 
it is expected that the desired improvement will not be long deferred. 

But however effective these measures may be, they will not solve the special 
problems of the transportation industry. For these special problems, special 
solutions are required. Although the solutions recommended below are intended 
to meet the needs of the railroad industry, they will, when placed in effect also 
help to strengthen the transportation industry as a whole and to further the 
general objective of renewed and vigorous national economic growth. 

Some indication of the gravity of the situation confronting the transportation 
industry, and the railroads in particular, appears in the following statistics. 
While corporate sales in all other industries, measured in dollars, increased 
about 314 times between 1929 and 1956, transportation sales, similarly measured, 
increased less than half that much. During the same period, corporate income 
after taxes in all other industries increased about 1% times but in transporta- 
tion corporate income after taxes decreased about 50 percent. These declines 
occurred despite the fact that total intercity ton-miles of freight carried by all 
means of transportation more than kept pace with the growth in gross national 
product and despite the fact that total intercity passenger transportation by all 
kinds of carriers grew more than twice as fast as population. 

In the railroad industry, the average ratio of operating income to operating 
revenue declined from 1929 to 1956 from about 18 percent to about 10 percent— 
even though ton-miles of intercity freight carried by the railroads increased. 

The administration is convinced that, while the special problems of the rail- 
roads are in part due to increased competition and ill-advised practices of man- 
agement and others, they are also due to longstanding governmental policies— 
Federal and local, regulatory and otherwise—which have served to decrease 
their revenues, increase their costs and foreclose to them and to the public the 
benefits of increased efficiency with otherwise might have been achieved. 

The administration, accordingly, makes the following recommendations and 
urges their prompt consideration by the Congress : 

1. Enlarged ICC jurisdiction over curtailment of services—The Interstate 
Commerce Commission should have original and appellate jurisdiction over all 
curtailments of service and facilities affecting interstate commerce, including 
curtailments of passenger and commuter service and facilities. 

2. Redefinition of “private motor carriage.”’—The definition in the Interstate 
Commerce Act of “private carrier by motor vehicle” should be amended to pre- 
clude the unfair competition which occurs today when certain for-hire carriers 
operate in the guise of private carriers. 

3. Clarification of the agricultural exemption.—The agricultural exemption 
in the Interstate Commerce Act should be clarified with the object of accom- 
modating the real needs of agriculture while preventing undue diversion of traffic 
from regulated carriers. 

4. Revised Federal ratemaking policies.—¥ederal ratemaking policies should 
be revised to encourage more service and price competition while providing 
adequate minimum regulation. 

5. Temporary financial assistance.—Federal guaranties (1) of short-term 
private loans for cost-saving capital additions to, and improvement of, plant, 
facilities, and equipment other than rolling stock (not to exceed $500 million), 
and (2) of equipment obligations for purchase of improved freight cars, up to 
10 percent of the purchase price (not to exceed $200 million). 

The administration recognizes that, even if immediately effective, the first 
four recommendations will not for several years fully achieve their intended 
results. The railroads, however, must be able at once to commence cost-saving 
programs which are not possible, without interim assistance, until the first four 
recommendations achieve substantial results. Recommendation No. 5 is intended 
to make such cost-saving programs immediately possible. 

The last recommendation must be regarded, however, as integral with the 
others. Its financial soundness depends on the increased earnings expected to 
result from the preceding measures. 

The repeal of Federal excise taxes on the transportation of persons and prop- 
erty, and the shortening for income-tax purposes of depreciation schedules, 
while advantageous to transportation interests, should be considered only as part 
of a general tax-revision program consistent with overall fiscal policy. No recom- 
mendations are, therefore, being made in this area at this time. 

There follows a detailed explanation of each recommendation. 
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ENLARGED ICC JURISDICTION OVER CURTAILMENT OF SERVICES 


Rail carriers suffering deficits from the operation of persistently unprofitable 
Services and facilities have requested that the Interstate Commerce Commission 
be authorized to permit the discontinuance or curtailment of such services and 
facilities when public need therefor no longer exists. Competing air, motor, and 
water carriers, as well as shippers, have supported the railroads in this request. 

Continued operation of unprofitable services and facilities places an unrea- 
sonable burden on shippers as well as on carriers. For example, losses from 
passenger train services, which have been estimated to be as high as $750 million 
a year, must be recouped to the extent possible from freight operations. The 
result is higher freight rates. Moreover, increased freight rates divert traffic 
to carriers not encumbered by these unprofitable operations, thus deepening the 
railroads’ troubles by depriving them of the traffic they are best adapted to 
carry at a profit. 

Rail carriers have been unable to avoid these burdens primarily because of 
the inability or failure of State regulatory bodies to act promptly or at all in 
authorizing the discontinuance or curtailment of unprofitable operations. The 
Interstate Commerce Commission has jurisdiction to authorize the abandonment 
of “all or any portion of a line of railroad, or the operation thereof,” but it 
does not have authority to permit carriers merely to discontinue or curtail a 
service This authority, where it exists at all, is vested in State regulatory 
commissions. Even where they do have the authority, State commissions, 
because of pressure from local interests, have too often been reluctant to permit 
a discontinuance or curtailment. In some instances, such as those involving 
commuter traffic, the State commissions have not acted to evolve an alterna- 
tive form of relief for the railroads. 

The Presidential Advisory Committee on Transport Policy and Organization, 
recognizing the need for such relief, recommended that the Interstate Commerce 
Commission be empowered to set aside certain state service requirements if con- 
tinuance of such service would result in a net revenue loss or otherwise unduly 
burden interstate and foreign commerce and if reasonably adequate alternative 
service would be available. Legislation to implement this recommendation was 
incorporated in bills submitted by the Department of Commerce during the 84th 
and 85th Congresses. Extensive hearings were held on the House bill during 
the 84th Congress, but no action has been taken on the Senate bill, S. 1457. 

S. 1457 would vest the Commission with authority over railroad services or 
facilities in intrastate commerce comparable to that which it now has under 
the Interstate Commerce Act over State-imposed intrastate rates, fares, charges, 
ete., which are found to be an undue burden on interstate commerce. Such 
authority would be appellate in nature, for the Commission could not act until 
a State regulatory body denied an application for discontinuance or curtail- 
ment of a service or facility, or failed to act within 180 days after the filing of 
such an application. 

The administration is convinced that the Intertate Commerce Commission 
should also be given original jurisdiction over the discontinuance or curtailment 
of services and facilities. The continued operation of an unprofitable rail service 
ceases to be a problem for exclusive State or local solution when it imposes an 
undue burden on interstate commerce. It would also appear that the interests 
of interstate rail carriers or shippers should not be determined, even initially, by 
State commissions where concurrent action by several State commissions would 
be required to effect the curtailment or discontinuance or where a State commis- 
sion has previously demonstrated a clear inability or unwillingness to give proper 
recognition to interstate interests. 

Giving the Interstate Commerce Commission both original and appellate juris- 
diction would permit carriers to apply either directly to Federal authority or to 
a State commission without losing their Federal remedy. 

The administration recommends, therefore, that the Interstate Commerce Com- 
mission be given both original and appellate jurisdiction to authorize the curtail- 
ment or discontinuance of rail services (including commuter services), and the 
abandonment of facilities used in connection therewith, which are in intrastate 
or interstate commerce and which impose an undue burden on interstate com- 
merce, provided that reasonably adequate alternative services are available. 
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REDEFINITION OF PRIVATE MOTOR CARRIAGE 


Rail carriers have protested that for-hire transportation performed under the 
guise or subterfuge of private carriage is unjustifiably diverting traffic from 
regulated for-hird carriers and is disrupting their rate structures. The railroads 
have been joined by other regulated for-hire carriers in requesting that the 
Interstate Commerce Act be amended to afford relief from this abuse. 

The activity denounced by the railroads usually takes the form of what is 
known as the buy-and-sell method. Bills of sale, invoices, ete., are issued to 
make it appear that the property being transported belongs to the owner of the 
vehicle transporting it. Also, manufacturers and mercantile establishments, 
which deliver in their own trucks articles they manufacture or sell, quite fre- 
quently purchase merchandise at or near their point of delivery and transport 
it to their home terminal for sale to others. 

The Interstate Commerce Commission has stated that private carriage used 
as a subterfuge for public transportation constitutes a growing menace to ship- 
pers and carriers alike, is injurious to sound public transportation, promotes dis- 
crimination between shippers, and threatens sound rate structures. 

Although certain of these operations have been struck down by the courts, there 
is no uniformity in the decisions. The Commission, in its annual reports since 
1953, has stated that it cannot “effectively cope with this problem without some 
changes in the act.” Last year the Commission for the first time submitted 
legislation to meet this problem. Hearings on the bill (S. 1677) were held in the 
Congress, but no further action has been taken. 

The Presidential Advisory Committee on Transport Policy and Organiaztion 
previously had recommended relief from these evils by an amendment of the 
Interstate Commerce Act definition of “private carrier by motor vehicle.” Legis- 
lation incorporating this recommendation (S. 1457) was introduced in the 84th 
and 85th Congresses. Except for hearings in the House during the 84th Congress, 
no further action has been taken. 

The Commission and the Department of Commerce have repeatedly made it 
clear that the legislation submitted by them is not designed to affect bona fide 
private carriage. Despite these assurances, certain groups of private carriers 
oppose this legislation. They contend that the problem is one of enforcement 
rather than legislation, and that any modification of existing law would upset 
the “primary business test” applied in Brooks Transportation Co. v. United 
Stutes (340 U. 8. 925). 

No extended comment on the first of these objections is required. The Com- 
mission has stated time and time again that it cannot cope with the problem 
without legislation. The Commission reiterated this view in testimony on March 
28, 1958. 

To meet the second objection, the Transportation Association of America at 
the hearings on 8S. 1677 presented an alternative proposal which would amend the 
Interstate Commerce Act to incorporate the primary business test. The Com- 
mission stated on March 28 that it was already on record in support of either 
S. 1677 or the TAA proposal if modified in certain minor respects. Certain of the 
rail carriers have also endorsed the TAA proposal. 

The Department of Commerce stated at the hearings on S. 1677 that certain 
phrases in that bill would be difficult to interpret and administer. The Depart- 
ment also stated, however, that it did not seek only its own bill (S. 1457), and 
that it would be agreeable to an alternative proposal which would accomplish 
the Advisory Committee’s objective. 

To enhance the probability of legislation in this field, the administration 
recommends enactment of the TAA proposal, modified as suggested by the 
Commission. 

AGRICULTURAL COMMODITIES EXEMPTION 


There has been considerable controversy with respect to the agricultural com- 
modities exemption embodied in section 203 (b) (6) of the Interstate Commerce 
Act. The railroads and regulated motor carriers, as well as the Interstate Com- 
merce Commission, contend that Congress did not intend that the exemption 
include processed commodities such as some of those declared by the courts in 
recent years to be exempt. They maintain that Congress intended the exemption 
merely to serve as an aid to the farmers in marketing their products. 
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Some agricultural interests contend, on the other hand, that Congress intended 
that many processed (but not manufactured) agricultural commodities be exempt. 
They cite the need for flexibility in marketing agricultural commodities, including 
processed commodities. 

The regulated transportation groups are also concerned lest the exemption be 
further broadened by judicial interpretation to include additional significant 
groups of commodities, such as canned foods. Major agricultural interests have 
indicated that they do not seek further substantial broadening of the exemption, 
and there appears to be no evidence that any producing groups desire such further 
broadening. 

In view of the situation which currently exists, the administration recom- 
mends that Congress take action which would remove the threat of further 
expansion of the exemption while still retaining for agriculture the benefits which 
accrue from the use of exempt motor carriers in marketing those commodities 
presently considered exempt. 


REVISED FEDERAL RATEMAKING POLICIES 


The revolution which has taken place in the transportation industry is de- 
scribed in the report of the Presidential Advisory Committee on Transport Policy 
and Organization. Even as late as 1920, the railroads enjoyed a virtual monop- 
oly of intercity transportation. Since that time, however, a wide selection of 
transportation facilities for the carriage of persons and property has developed. 
The result is that today extensive competition exists throughout the economy 
among modes of transportation. 

The Advisory Committee’s report noted that, notwithstanding this revolution, 
governmental policies still held regulated competitive forces within a tight rein. 
The Committee recommended relaxation of those reins to reflect present-day 
realities. It held that the changed character of transport organization and the 
development of greatly increased regulated and unregulated service and cost 
competition made it unnecessary, in the public interest, to continue the con- 
temporary scope of rate controls. 

As a first and essential step it was recommended that the national transporta- 
tion policy be revised so as (1) to assure the maintenance of a national trans- 
portation system adequate for an expanding economy and for the national secu- 
rity, (2) to place greater reliance on competitive forces in transportation pricing, 
(3) to reduce economic regulation of transportation to the minimum consistent 
with the public interest, and (4) to assure fair and impartial economic regulation. 

The report also recommended repeal of the rule of ratemaking (see. 15 (a) of 
the Interstate Commerce Act) and continuation of regulatory authority— 

(1) to prescribe for common carriers subject to the Interstate Commerce 
Act minimum rates which would not be less than just and reasonable; 

(2) to prescribe for such common carriers maximum rates which would 
not be more than just and reasonable; and 

(3) to review existing and future rate relationships, including those be- 
tween intrastate and interstate commerce, and where necessary, to require 
their adjustment to avoid unjust discrimination or undue preference. 

These recommendations were embodied in bills introduced in the 84th and 
85th Congresses. None has been enacted. 

The objectives underlying them, nevertheless, are still of the utmost importance 
today. Competition constitutes a main source of our economic strength. Unless 
regulatory policies permit maximum competition consistent with the admittedly 
necessary regulation of carriers who owe their existence to Government fran- 
chise, our transportation system will be still further weakened. 

The Interstate Commerce Commission seems to regard some price and service 
competition as an effective means of channeling traffic to modes of transporation 
best adapted to handle it. The Commission, however, does not appear to realize 
the full value of price and service competition as a source of strength for the 
system. Predatory competitive practices are recognized by the Commission as 
evils it has a duty to eliminate; but it condemns as predatory, competitive prac- 
tices which elsewhere in the Government and the economy would be considered 
legitimate and a source of strength. 

For example, the Commission apparently holds the view that in order to main- 
tain a strong transportation system, as it is directed to do by the Congress, it 
must protect the lower cost carrier by preventing the higher cost carrier from 
reducing its rates below those of the former more than is necessary to compensate 
for differences in service. The Commission seems to have applied this principle 
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particularly where the commodity involved, because of value or other character- 
istics, can stand a higher rate than would otherwise be set on the basis of mere 
size, weight, and shape. This theory appears to be justified by the Commission 
on one or more of several grounds. It is claimed that price wars can best be pre- 
vented by stopping them before they start; or that the low-cost carrier’s profits 
must be protected to offset losses elsewhere; or that the public interest would 
not be served by a diversion of such traffic from a low cost to a supposedly less 
efficient (higher cost) carrier. Whatever the reason, competition is outlawed 
which would not be considered predatory outside of the transportation industry. 

Conceding that in some respects these policies are paternalistic, the Commission 
appears to justify them partly on the ground that competitors need this kind 
of protection to prevent them from destroying themselves by competitive excesses. 

This philosophy is not consistent with our basic economic principles and cannot 
be justified by the fact that carriers are public utilities which depend for their 
existence on Government franchise. 

To be prevented from destroying itself, competition admittedly needs regula- 
tion, but not regulation that injuries or destroys what it seeks to preserve. 
Beyond the utility and transportation fields, the antitrust laws prevent com- 
petitors from adopting practices which tend to eliminate competition or which 
have as an object the injury or destruction of a competitor. This type of regula- 
tion and this type alone is all that the Interstate Commerce Commission need 
apply (possibly with some adaptation) to prevent competitive excesses without 
preventing competition. 

The legislation to implement the recommendations of the Presidential Ad- 
visory Committee in this area somewhat exceeded this limited requirement. It 
embodied the so-called “three shall not” rule which, if enacted, would have 
prevented the Commission, in determining what is less than a reasonable mini- 
mum charge, from considering (1) the effect of the charge in question on the 
traffic of another carrier, (2) its relation to the charge of any other carrier, 
and (3) whether the charge were lower than necessary to meet the competition 
of any other carrier. 

Under this rule the Commission would appear helpless to prevent practices by 
earriers which could be stopped under the antitrust laws if the competitors 
were not carriers. A “three shall not” rule, if made applicable outside the 
transportation field, would seem to conflict with provisions of the antitrust laws 
applicable to the rest of industry, which require consideration of the effect of 
unreasonably low prices on competition. 

The legislation to implement the Presidential Advisory Committee report was 
offered merely as a study document for the consideration of the Congress. The 
administration has also had it under study. As a result, it is now making a 
recommendation in place of the “three shall not” rule. 

The recommendations of the Presidential Advisory Committee set forth above 
are repeated. Instead of the “three shall not” rule, it is urged that the Congress 
enact legislation which would permit the Interstate Commerce Commission, in 
determining what is less than a reasonable minimum charge, to take into con- 
sideration the effect of a rate on competition or on a competitor only where its 
effect might be substantially to lessen competition or tend to create a monopoly 
in the transportation industry or where the rate was established for the purpose 
of eliminating or injuring a competitor. 

Acting under the guidance of a revised policy declaration emphasizing reliance 
on competitive factors in ratemaking, the Commission would then create an 
atmosphere in which price and service competition would produce better service 
at a lower cost and at the same time encourage the sound growth of all elements 
of the transportation system. 


TEMPORARY FINANCIAL ASSISTANCE 


For various reasons, many railroads have been unable adequately to modern- 
ize and improve their plant, facilities, and equipment, including rolling stock. 
In times of good business, railroads have often suffered from a shortage of 
freight cars; and, in periods of both good and bad busines, substantial economies 
which could have been brought about by the purchase and use of improved facili- 
ties, equipment, and freight cars have been deferred or given up because of 
lack of money. Many of these improvements would earn substantial rates of 
return on the investment, but the funds to finance them have not been available. 

1. In order to assist in making additional investment capital available to rail- 
roads which have been unable otherwise to secure it, the Government should be 
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authorized to guarantee up to 100 percent of loans by private lending institutions 
in an aggregate amount not to exceed $500 million, the proceeds of which would 
be available for capital additions to and improvement of plant, facilities, and 
equipment other than rolling stock. Such loans should have a maturity of not 
more than 5 years. To be eligible for such a loan, the borrower should be re- 
quired to establish that the anticipated savings from the additions or improve- 
ments would in 5 years be sufficient to equal or exceed the amount of the loan. 

Such a guaranty would be made by the Secretary of Commerce on terms and 
conditions prescribed by him with the approval of the Secretary of the Treasury, 
but only after the Secretary of Commerce has satisfied himself— 

(a) upon consultation with the Interstate Commerce Commission, that 
the proposed capital additions and improvements are feasible and should 
result in the required savings; 

(b) that the railroad has actively sought to obtain the needed funds from 
private sources and has been unable to obtain them on reasonable terms 
otherwise than with the requested Government guaranty ; and 

(c) that there is reasonable assurance of repayment of the loan. 

2. In order to assist in increasing the available supply of freight cars, the 
Government should be authorized to guarantee equipment obligations of indi- 
vidual railroads or groups of railroads issued for the purpose of financing the 
acquisition of freight cars. Each guaranty should be limited to not more than 
10 percent of the purchase price and the aggregate amount of all guaranties 
should not exceed $200 million. These guaranties should, to the extent possible, 
be confined to purchasers who will specify improved performance capabilities 
when placing their orders. 

Such a guaranty would be made by the Secretary of Commerce on terms and 
conditions prescribed by him with the approval of the Secretary of the Treasury, 
but only after the Secretary of Commerce has satisfied himself— 

(a) upon consultation with the Interstate Commerce Commission, as to 
the improved performance capabilities of the freight cars to be purchased; 

(b) that the railroad or group of railroads would not be able to make 
the purchase, or obtain the funds therefor, on reasonable terms otherwise 
than with the requested Government guaranty; and 

(c) that there is reasonable assurance of payment of the equipment obli- 
gations to be guaranteed. 

The authority of the Secretary of Commerce under both 1 and 2 above should 
terminate on June 30, 1961. 

The administration recommends, therefore, that legislation be enacted au- 
thorizing the Secretary of Commerce to guarantee loans and equipment obliga- 
tions as outlined above. 

The Secretary of Commerce should render semiannual reports of his operation 
under these authorities to the President and the Congress. 

In conclusion, I should like to comment on some other suggested solutions of 
the railroad problem. 

One such solution relates to mergers and consolidations. The law as it now 
stands permits mergers and consolidations of common carriers where the Inter- 
state Commerce Commission finds such mergers and consolidations to be con- 
sistent with the public interest. Where the Commission has made such a find- 
ing, the antitrust laws do not apply. The administration concludes, therefore, 
that existing law does not unduly interfere with the opportunity to merge and 
consolidate, and that, while merger or consolidation would doubtless be of sub- 
stantial benefit to some segments of the railroad industry and should where 
appropriate be encouraged, no legislative change is necessary. 

Another suggested solution is the imposition of charges on competitors of the 
railroads and others who use transportation facilities supported by the Federal 
Government. The administration recently transmitted proposed legislation to 
the Congress for a program of charges on the users of the Federal airway sys- 
tem. The Department of Commerce has underway a study of the question of 
imposition of charges on the users of federally improved inland waterway 
facilities. Charges are now collected by the Federal Government from the users 
of Federal aid highways and the Department of Commerce at the request of 
Congress is currently engaged in a study of the equitable distribution of high- 
way costs among the several classes of highway users. The administration, 
therefore, is not recommending anything further in this area at this time. 
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In this connection, it should be made clear that highway user charges, pro- 
posed airway user charges and possible additional user charges, although they 
might conceivably have a beneficial effect on railroads, are not and should not 
be fixed or collected by the Federal Government to achieve any such effect. 
Instead, they are to provide and only to provide appropriate payment for such 
Government improvements by those who benefit from them. 

The administration is confident that the measures recommended by it here 
will be of material assistance in solving the special problems of the railroads 
and in strengthening the transportation industry as a whole. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


O 





